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The Surplus Disposal Problem 


A summary of addresses delivered be- 
fore a Round Table conference on this 
subject at the Waldorf-Astoria Hotel on 
Thursday, September 20, 1945. 


The meeting was presided over by: 


Kingsley Kunhardt 


Vice President, Guaranty Trust 
Company of New York 


AM not sure that anybody knows 

how much surplus property there is. 
I have seen estimates from 50 billions to 
150 billions of original cost. Perhaps we 
will get better estimates later on. 

Looking back to the last war for “ex- 
perience” doesn’t help much because then 
they had only some seven billions of cost 
goods to dispose of. It wasn’t very much, 
but it took them some eight years to do 
it. They started in 1918 and finished up 
as far as they could in 1926. About half 
those goods were sold in this market and 
for export. The amount realized on the 
goods sold within the United States was 
about one third of their cost. 

There wasn’t any central authority then. 
It wasn’t until 1921 that the Office of 
Federal Coordinator was set up. He tried 
to coordinate the operation somewhat. 
There wasn’t any particular, definite 
policy of timing. About 73% of the 
goods were sold during the first year, but 
by 1921 sales had dropped to 12% or 18%. 
Holding government plants in those days 
was quite disastrous. The costs of main- 
tenance ran up, so that in the case of the 
five munitions plants, only 6% of their 
cost was recovered. 

It was hoped that the sales to small 
consumers would help check living costs, 


but the cost of living went up very quick- 
ly after the last war. Actually, only about 
1% or $75 million worth of surplus goods 
was sold to consumers. 

Holdings of surplus property abroad 
after the last war presented many prob- 
lems, such as transfer of funds. We have 
the same thing today, only more so. 
But they did a pretty good job in selling 
some $400 million of goods to France and 
some other goods to various European re- 
lief agencies for about 60% of their costs. 

In this war they set up, in October, 
1944, through the Surplus Property Act, 
a three-man Surplus Property Board. But, 
on September 10, they changed that and 
created a one-man administrator. Mr. 
Symington, formerly of the Emerson Elec- 
tric, has been appointed to that position. 

In general, surplus property, real or 
personal, is to be disposed of by the gov- 
ernment agency whose normal. activities 
best fit in with the goods in question. 
For example, the Maritime Commission 
is going to take care of all shipping, 
whether it is here or abroad. The De- 
partment of Commerce is going to take 
care of consumers’ goods; the Reconstruc- 
tion Finance Corporation, the capital and 
producers goods; the War Food Admin- 
istration, agricultural commodities and 
food; and the War and Navy departments, 
all surplus property abroad including that 
captured and surrendered, with the ex- 
ception of aircraft, which is taken care 
of by the Foreign Economie Administra- 
tion. At least, this was the last plan I 
heard of. 

What we are primarily interested in from 
the point of view of commerce is the 90% 
of items which are going to be distributed 
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in the domestic market by the Depart- 
ment of Commerce or by the RFC. These 
goods come into being not only through 
the goods the government has bought, but 
also through contract termination. And 
in contract termination, of course, the 
goods are in various stages of manufac- 
ture. 

According to newspaper reports, the 
Navy sent out an order to their contract 
settlers, asking that every effort be made 
to have the claims of the various con- 
tractors in their hands by October 15, and 
directing that Navy personnel complete 
their study and turn over the material to 
the contracting officers by November 15, 
with the goal of settling these claims by 
December 15. They want to try to get as 
much as possible settled by the end of the 
year. 

One of the reasons they want to do this 
is that the personnel engaged in this work 
are older and more experienced, and are 
important in industry. They want to re- 
lease them as soon as they can, for which 
I am delighted, because I have two of 
them in this work, and I am sure some of 
you will be glad, too. 

In this disposal there are various pri- 
orities and preferences. Priorities, I be- 
lieve, apply only to the state and local 
groups, to governments and their instru- 
mentalities; and there are various prefer- 
ences which we will probably hear of as 
we go along. 

First of all, we are going to hear from 
Dr. A. D. H. Kaplan. Dr. Kaplan was 
professor of economics at the University 
of Denver, and he was serving as regional 
price executive for the OPA when the 
Committee for Economic Development 
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invited him to prepare its volume on 
“Liquidation of War Production.” He has 
been a consulting economist for the House 
of Representatives’ Special Committee on 
Postwar Economic Policy and Planning, 
and I am hoping that he will tell us some- 
thing about what he told our lawmakers. 
Currently, he is a senior staff member of 
the Brookings Institution, whose splen- 
did work is familiar to all of you, I am 
sure. 


A. D. H. Kaplan 
The Brookings Institution 


HE experience that we are going 

through now and shall continue to go 
through has some similarities with those 
of the last war. But the scale of opera- 
tions is so much larger and the complex- 
ity of the surplus is so much greater that 
really little of the experience of the last 
war will serve us directly in the present 
situation. 

The disposal of surplus property is a 
problem in timing, and it is also a problem 
of reconciling conflicts of interest. It has 
already taken many months to produce a 
partial inventory, and it will take more 
months to produce the balance of the 
inventory of the surplus. 

A year before V-E day, when prepara- 
tions were being made for the disposal of 
the early surpluses, the Army and Navy 
listed between 500,000 and 600,000 differ- 
ent classifications of aircraft, equipment, 
and parts. The total surplus will proba- 
bly contain eight times that many. Some 
of it is in scarce and wanted items; other 
parts of the surplus have practically no 
market; still others will have to be fed 
by spoon into the market, in digestible 
doses. 

The variety of the surplus indicates that 
no general set of principles for disposal 
of the surpluses will be able to satisfy 
everyone; and any of you may be manu- 
facturing or distributing a line of prod- 
ucts which, in your judgment, will not fit 
into any composite picture that may be 
presented here today. There is room for 
honest differences of opinion as to meth- 
ods of disposal depending upon whether 
you see the problem as a manufacturer, a 
wholesaler, a retailer, a government repre- 
sentative of the disposal agency, or as an 
ultimate consumer. 


DIMENSIONS OF THE SURPLUS 


Procurement of war materials amount- 
ed to roughly $200 billion, of which a 
little under 10% was in industrial plant 
and equipment, another 10% in military 
installations, and the balance in items 
ranging all the way from battleships to 
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bobby pins, in hard goods and soft goods, 
in durable goods and perishable goods. 

Now, for the moment, let us set apart 
the surplus which is in commodities from 
that which is in plant facilities. From 
such evidence of procurement during the 
war and tentative inventories as is avail- 
able to date, we may estimate that the 
total dollar amount of surplus war com- 
modities is running around $60 billion of 
original cost, an estimate which I made 
some fifteen months ago and which I feel 
can stand for purposes of getting at the 
general magnitude. That total is not go- 
ing to mean very much by the time we get 
down to what part of it counts with us, 
anyway. 

One half of this grand total of $60 bil- 
lion is in ships and airplanes; another 
fourth is in combat matériel—tanks, guns, 
ammunition, and so on—which is strictly 
military property. They are not going to 
get into the catalogs of any of our mer- 
chandising organizations. 

The interest of business will therefore 
concentrate on the remainder, the re- 
maining fourth, say, $15 billion of original 
value, which may have disposability as 
merchandise; and more than half of that 
stock is overseas. About 40% of the 
total in the last war was overseas, when 
we had had only nine months of war 
abroad and when our production had 
hardly got started. So it is safe to say 
that considerably more than half will 
be found to be abroad this time. The 
surplus abroad includes trucks, locomo- 
tives, and other vehicles; engineering 
equipment and construction materials, 
general hardware, Signal Corps material, 
clothing, blankets, and equipage; and fi- 
nally, fgod. The raw-material stock piles 
are mainly in the United States. 

As to the goods that are abroad, the re- 
quirements are so urgent, and so much of 
that surplus is currently being used up by 
the occupation forces in the restoration of 
public utilities or the feeding and clothing 
of the war-torn populations, that the 
prospect of returning any appreciable por- 
tion seems negligible at this time. 

Incidentally, when Mr. Kunhardt men- 
tioned that we got $400 million from 
France for a large chunk of the foreign 
surplus we sold at the end of the last war, 
he didn’t mention as an aside that those 
$400 million were in bonds that were 
never taken care of. 

As a matter of fact, even if the need 
for the materials abroad were not so ur- 
gent there, the cost of transshipment and 
storage would usually outweigh the net 
advantage in trying to bring back any 
large part of them. So far as possible, 
this overseas surplus will be sold for cash 
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or credit as the case may be. But much 
of it will have to be used on a first-aid 
basis without regard to monetary pay- 
ment. 


DOMESTIC SURPLUS 


That brings us to our nearer problem, 
the disposal of the domestic surplus. From 
the partial information that we have— 
and it is very partial—on domestic sur- 
pluses of war merchandise, the total can- 
not plausibly run above $7 billion in 
original value. That amount would mean 
less than a month’s production at the 
rate at which we were producing com- 
modities during the war. It was the 
dollar equivalent of about six weeks’ re- 
tail sales immediately before the war. 
But the domestic. surplus contains a great 
deal more than retail goods, as you know. 
It includes stock piles of metals and other 
strategic materials; it covers a billion 
pounds of raw wool, and a variety of 
items required in war reserves, such as 
rubber, mica, rope, and industrial dia- 
monds. Nearly a third of the domestic 
surplus may be found in raw materials and 
partly processed goods, as distinguished 
from fabricated or consumer products. 

A sizable quantity of petroleum is in- 
cluded in the total, although there is 
little concern of that item remaining sur- 
plus very long. Then we have the miscel- 
laneous inventories of the contractors 
whose contracts were cut off as war re- 
quirements ended. Among these are 
something over a billion dollars in soft 
goods—clothing, blankets, medical band- 
ages, shoes, and other apparel. In durable 
consumers’ goods, of which trucks are by 
far the largest item, we have nearly one 
third of our domestic surplus. Finally, we 
have food—possibly three quarters of a 
billion dollars in the domestic surplus— 
which is not likely to represent any very 
important item of disposal. 

It seems clear that taken as a whole the 
volume of war merchandise that may en- 
ter the domestic market is not of such 
proportions as to faze a going concern of 
the size and character of the American 
economy. 


POLICY ON COMMODITIES 


So far as the consumers’ goods in the 
surplus are concerned, it seems clear that 
with very few individual exceptions the 
nation’s safest policy is going to be a bold 
policy of disposal—to get the stuff quick- 
ly into the market and out to the con- 
sumer, Where the goods represent items 
that were hard to get during the war and 
will still be hard to get for some time, 
such as automobiles, typewriters, refrig- 
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erators, certain types of hardware and 
textile goods, the surplus is a protective 
resource that can be utilized to check the 
forces of inflation and to relieve com- 
modity shortages and their accompani- 
ment of black markets. 

But, you will say, what about items 
like hosiery, or bandages, or even cer- 
tain hardware items, which exist in such 
quantities that they may have to be sac- 
rificed in order to be disposed of? I have 
looked into some of those cases; and with 
regard to them, I would still be inclined 
to maintain that the most economical 
over-all policy is quick disposal. The fact 
that a low price on these items may bring 
them within the reach of many people who 
could not buy them in sufficient quan- 
tity at higher prices is generally to the 
good in spreading the potential future 
market for the items. A temporary sur- 
plus of a commodity that was standard 
before or during the war challenges the 
producer to turn out something better for 
the postwar market. If anything seems 
clear, it is that obsolescence will develop 
very rapidly on a number of favorite 
items of the prewar period. The Ameri- 
can consumer has convincingly proved 
his habitual willingness to discard an old 
model for a new one that has greater ap- 
peal. If rayon hosiery bought for the 
Waves and Wacs must temporarily be 
sold as a five-and-ten-cent item to clear 
the decks for better rayons or nylons, then 
let us clear the decks quickly, move the 
merchandise into the hands of those who 
can and will use the old stuff at a price, 
and not have it hang over the market as 
a threat and factor of suspense in making 
future plans. 

One of the most powerful lessons that 
we learned from the last war came out 
of the attempts in 1919 to withhold sur- 
plus goods for fear that their release 
would reduce prices and hit the market 
too hard. When the shortages and the 
high prices created the clamor that finally 
smoked out the bulk of these surpluses, 
not only had some of that surplus putre- 
fied or rusted, but the rest came on sale 
at the very time when it was most likely 
to break an already weakening market. 
In other words, we did not get around 
to the disposal of our surplus after the 
last war until production had already 
caught up with the pent-up demands for 
the goods. 

Obviously, there are some commodities 
that will have to be eased into the mar- 
ket over a period of months because we 
have more than a year’s supply on hand. 
But those are exceptional cases when 
compared with the grand total. Even as 
to them, if there must be a choice between 


a temporary crisis or the threat of huge 
stocks not released but always overhang- 
ing the market, we would be better off 
to absorb the temporary crisis and start 
from scratch—preferably with an im- 
proved product. 


CHANNELING DISPOSAL 


Naturally there are controversies as to 
methods of disposal. If a manufacturer 
speaks on this program, it is easy to un- 
derstand why he will want his line of 
goods sold back to him to let him pass 
the goods down the regular channels. If 
a retailer appears before you, he will 
probably present a strong argument in 
terms of the long stretch during which he 
was starved for goods. He wants to buy 
direct from the government without wait- 
ing for goods to go back to the manufac- 
turer, who is presumed to have made his 
profit on the war sales to Uncle Sam. The 
consumer undoubtedly wants many items 
brought to him as quickly as possible, 
and thus also tends to favor direct pur- 
chase by the distributor from the govern- 
ment with respect to consumer items. 

A rule of reason must be made applica- 
ble to these situations. Obviously, where 
an automobile manufacturer is concerned, 
we can see that he may serve the inter- 
ests of the whole industry if he bids for 
his trucks and buys and sends them down 
the lane through the established agents 
who are competent to certify the usability 
of the product when it gets to the con- 
sumer. The machine-tool manufacturer or 
other producer of a mechanized item that 
carries the manufacturer’s guarantee of 
its use worthiness would be in the same 
category. But we do not have that kind 
of case with the average retail item in 
food or clothing or consumer hardware, 
in which the retailer is quite capable of 
immediately distributing the item and 
the consumer is capable of recognizing it. 

In nearly every line—from mine op- 
erators who want the stock piles of metals 
to remain frozen to the manufacturer of 
valves who wants to keep the quantities 
and sizes under control—we have been 
and are going to be confronted with very 
understandable efforts to lobby for spe- 
cial protection. We all lobby for what- 
ever is close to our human interest; so I 
am not setting the lobbyists apart from 
any of the rest of us. I don’t know any 
people who are not lobbyists. 

Nevertheless, it becomes the business of 
the Surplus Property Board to weigh the 
claims of the specific group or individual 
against the total consumer interest and 
the interest of the economy as a whole, 
so that substantial justice may be done. 

And so, may I add this thought: if any 


of you feel you are not getting your way 
in disposal, respecting your own pet scheme 
for special protection, you may yet have 
to thank your stars a few years hence 
that you, along with others, were voted 
down. For of one thing we can be cer- 
tain—that if everybody were to get his 
own sepcial brand of special favor in this 
disposal, almost inevitably at the expense 
of someone else, the national economy as 
a whole would be sunk. It is trite but 
pertinent to repeat that it is better to get 
a smaller share in a prosperous economy 
than to battle for a larger fraction of a 
cramped and unbalanced economy. 

Now, the policy on speed of disposal, 
to which I have referred, has its grada- 
tions from consumers’ perishable goods 
through consumers’ durable goods to in- 
dustrial goods which may require varying 
degrees of priority and caution to get 
them where they will do the most good 
without unduly upsetting the production 
effort. 


SURPLUS INDUSTRIAL FACILITIES 


When it comes to the industrial plant, 
and now I am turning to a consideration 
of plant disposal, the criterion of speed 
in disposal must be distinguished from the 
criterion of speed in getting maximum 
constructive use of facilities for employ- 
ment consonant with a net increase in 
national real income. 

The difficulty with the government’s 
$16 billion investment in war plant is not 
chiefly in the total amount spent on new 
facilities. As a matter of fact, we had 
had relatively slow development of new 
manufacturing facilities during the Thir- 
ties, and we were due for a considerable 
increase in those. But the difficulty lies 
rather in the fact that the government war 
plant represents a highly specialized type 
of expenditure which does not fit too 
easily into the peacetime productive 
plant requirements. 

I would like to distinguish roughly four 
categories in the surplus plant. Perhaps a 
fourth of the total plant will be reserved by 
the military branches to keep up the effi- 
ciency of our military establishment for 
maintenance work and experimentation. 
Nearly another fourth is exclusively of 
the wartime variety. It consists of make- 
shift structures in out-of-the-way places 
for explosives, bag loading and shell load- 
ing, and the like, which we must write 
off as of no appreciable peacetime use, 
except in so far as specific items of equip- 
ment may be salvaged for use elsewhere. 

We then get into the category of plant 
facilities in which the government be- 
came overnight the owner of several 
times the previously existing capacity. 
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The government now owns some 98% of 
the nation’s industrial capacity in syn- 
thetic rubber; 90% in aircraft and mag- 
nesium; 55% in aluminum. To utilize 
all this capacity will take time—until new 
products develop that require greater 
quantities of these goods. In the case 
of aircraft equipment, our capacity is per- 
haps eight times our visible needs. The 
problem there is rather one of finding 
other uses for this very high-grade and 
comparatively versatile equipment. The 
government investment in aircraft is about 
$3 billion. About two billions of our in- 
vestment in shipyards represents a prob- 
lem in salvaging rather than in any 
reasonable expectation of use of the 
plants for shipping purposes. 

The easiest part of the disposal prob- 
lem of plants, or shall we say the least 
difficult part of plant disposal, is in the 
area covered by somewhat under $3 bil- 
lion of plants built by the Defense Plant 
Corporation for general manufacturing 
purposes. These plants are small enough 
so that a middle-sized and occasionally 
a small firm can find an interest in ac- 
quiring them. 


PLANT SIZE AND MONOPOLY 


By contrast, the facilities for aircraft, 
shipbuilding, rubber, iron and steel, light 
metals, and production of chemicals, are 
as a rule plants of very large size. More 
than 40% of the total value of the govern- 
ment investment in war plants is in units 
of $50 million and up. Nearly three 
fourths of the government’s investment is 
in units of $10 million or more. Less 
than 4% of the war plant is in units 
of $1 million and less, and less than one 
fifth of 1% comes in parcels below $100,- 
000. That indicates immediately the limi- 
tations in the number of available cus- 
tomers for disposal of these plants. 

Apart from the question of whether 
we can make use of plant facilities, or 
how much of these facilities we can use, 
there is the very warm issue, which is 
political and social as well as economic, of 
who shall be permitted to operate these 
plants. The production of aluminum be- 
fore the war was mainly in the hands of 
one company; in magnesium, of two com- 
panies. Steel and chemicals have their 
giants, too. Since they had the “know- 
how,” they were given the job of construc- 
ing the plants, and for the most part of 
operating them in the war effort. 

Are we willing for the sake of speedy 
plant disposal to crystallize the dominant 
position of a company in a situation of 
the sort I have just mentioned? Well, 
Congress has definitely said no. In fact, 
with regard to all plants of $5 million or 


more, Congress has reserved the right, 
in the Surplus Property Act, to say 
whether a company which already looms 
large in a given industry shall be permit- 
ted to add government facilities to the 
capacity which it already owns. Public 
relations-wise, very few of the large cor- 
porations would care at this time to ac- 
quire outright any of the large plants if 
offered at a price low enough to justify 
the risk of purchase. More to the point, 
there is very little chance that the public 
disposal agency would dare to dispose of 
these plants to the lowest present bidder. 
Yet it is extremely important that these 
plants, which directly employed some four 
million people, be not left idle. 


PLANT DISPOSAL METHODS 


All of which leads to the prospect that 
only some of the smaller plants and a sub- 
stantial amount of the tools and equip- 
ment may be disposable outright in the 
immediate future, but that it will be 
necessary to lease the greater part of the 
remaining usable facilities, if they are to 
be put to immediate productive use. 

The first purpose of leasing is to get the 
plant operating quickly. But leasing has 
a secondary purpose of importance. It is 
to test the market both for the govern- 
ment and for the prospective private pur- 
chaser to see what the true value of the 
plant may become as it finds its place 
in the postwar economic structure. 

But in showing why it will take time 
to work out the ultimate disposition of 
the war plants, we should not imply there- 
by that there is no room for boldness in 
the disposition of the war plant. On the 
contrary, no Surplus Property Board or 
disposal agency designated by it will be 
regarded as doing an adequate job unless 
it does strike out very boldly to experi- 
ment with new solutions to the problem of 
war plant utilization. This boldness can 
be applied in the dismantling of make- 
shift units which would otherwise remain 
as white elephants, in experimenting with 
joint uses of large plants by related small 
manufacturers, and in the formulation of 
liberal terms to those willing to venture 
with risky experiments in the utilization 
of plant facilities. 

The Surplus Property Board will re- 
quire a considerable degree of toughness 
if it is going to resist the clamor of par- 
ticular communities or special local groups 
for heavy subsidization of their opera- 
tions or the giving away of valuable facili- 
ties so that they may operate in unfair 
competition with established plants and 
their employees. Community initiative 
that undertakes economically feasible pro- 
duction under local responsibility should, 


of course, be encouraged. But such local 
groups should be expected to prove the 
sincerity of their confidence in the under- 
taking by making their own substantial 
investment in these facilities and by shar- 
ing the risks of competitive operation. 

It would be a shortsighted policy to 
shut out foreign bidders from the use of 
our surplus industrial equipment. The 
release of general purpose equipment to 
the industrially less advanced nations is 
desirable as a means of raising their stand- 
ard of living and thus making them better 
customers for us. American industry is 
likely to turn to more highly specialized 
tools, making up in our superior efficiency 
for the higher level of American wages as 
compared with those abroad. 

We may conclude that the total volume 
of the war plant is not to be regarded as 
necessarily a deterrent to investment in 
the productive facilities after the war. 
Many branches of American industry, we 
must not forget, were denied replacement 
and expansion facilities during the war in 
order that we might concentrate on mili- 
tary expansion. 

It will be the turn of these neglected 
areas in soft goods, in consumers’ durables, 
in commercial and residential construc- 
tion to make up for lost time. In the 
ramifications of these new demands we 
shall probably find not only an expansion 
of the production of capital facilities, but 
a demand that will in turn call for the 
utilization of facilities that exist now in 
the government’s surplus of plant and 
equipment. 

And on that note, perhaps, I may close 
—namely, that neither the size of the mer- 
chandise surplus nor the size of the indus- 
trial surplus will be our chief problem. It 
will be one of administering the disposal 
of these surpluses with an eye to ade- 
quate postwar rather than prewar levels 
of production. 

If we are going to think of 1940 with 
its 20% of the labor force unemployed as 
the top of the market, postwar, and are 
planning within those limits, then, of 
course, the surplus will loom as a major 
threat to postwar business. But a with- 
holding of the surplus would not prevent 
heavy unemployment and business de- 
pression if we were to stay in a shell of 
the prewar size. If, on the other hand, our 
thinking and planning are in terms of the 
latent purchasing power and the expand- 
ing markets that can be exploited after 
the war, then the surplus recedes to its 
proper place in the postwar perspective. 
It becomes a relatively minor factor in 
total volume and a real opportunity to add 
to our productive resources for a high 
national postwar income. 
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Alexander G. Bryant 


Vice President, Cleereman Machine 
Tool Company 


S a manufacturer of machine tools, 
I should like to use as my sub- 
ject, “Surplus Machine Tools—A National 
Asset.” The release of the avalanche of 
surplus machine tools will be staggering 
in its impact upon the industry that pro- 
duced them, profound in its influence upon 
America’s industrial economy and per- 
haps a decisive factor in our nation’s ef- 
forts to preserve peace. It is paradoxical 
that such a small, highly technical indus- 
try should have such a basic influence on 
the future of the United States, 

The machine-tool industry has had vio- 
lent fluctuations in its economic history. 
The peak annual volume reached at any 
time prior to the war was about $200 mil- 
lion, established in 1918 and again in 
1929. Sales in 1932 dropped to $22 mil- 
lion, and the average of the industry prior 
to 1940 and through periods of war, pros- 
perity and depression amounted to about 
$100 million a year. Consider, then, the 
effect of an increase to a peak in 1942 of 
$1,320 million. In four years’ time the in- 
dustry produced in dollar volume the 
equivalent of the previous forty years. 

Whereas on January 1, 1940, there ex- 
isted in the United States a total of about 
941,000 machine tools, there will have 
been installed in this country since that 
time and by the end of 1945 an estimated 
810,000 machines. There are now in this 
country about four times as many ma- 
chines which are less than ten years of 
age as we had on January 1, 1940. 

About 700,000 of the one and three- 
quarters million machine tools in the 
United States are government owned. A 
vast majority of these are the most mod- 
ern machines of the finest type ever pro- 
duced. In addition, a great majority are 
of the standard general-purpose type, as 
useful in the production of peacetime au- 
tomobiles, trucks and refrigerators as 
they were in the building of wartime 
tanks, ships and planes. Thus, this coun- 
try has acquired during the war produc- 
tion facilities greatly exceeding anything 
which has existed heretofore. Can this 
country organize its political economy to 
make use of this vast plant, and, if it 
does, what effects may there be upon its 
living standards, its national employment 
rate and its foreign relations? 


IMPACT ON THE INDUSTRY 


Let us consider first the effect of the 
redistribution of machine tools upon that 
industry itself. This effect is important 
to the country at large, not because of the 


size of the little machine-tool industry, 
but because what happens to the future 
of machine tools is basically essential to 
the future of America. The general public 
has little knowledge of the importance of 
this industry in influencing national and 
international trends. 

Hitler, with diabolical cleverness, con- 
centrated from 1934 to 1939 upon 
strengthening and enlarging the German 
machine tool industry. Through finan- 
cial subsidies Germany enabled its manu- 
facturers to produce great quantities of 
machine tools. At great temporary cost 
to the German Reich, Hitler built up his 
machine-tool manufacturing facilities so 
that he was able to come very close to 
success in his ruthless aggression. With- 
out a powerful and financially supported 
machine-tool industry, Hitler could not 
have supplied his mighty armies with the 
overwhelming volume of planes, tanks, 
submarines and robots with which he ter- 
rorized Europe. Even in 1944, and after 
the devastation of our bombing, Germany 
had machine tools ample to produce great 
quantities of war matériel and was pre- 
vented from using them eventually be- 
cause of reduced manpower and raw ma- 
terials, 

In this country, far from learning any 
lesson during World War I, we did noth- 
ing to encourage or assist the American 
machine-tool business. The industry was 
actually impoverished at the end of the 
Thirties, and instead of permitting it dur- 
ing the war to build up a reasonable fi- 
nancial reserve for its future develop- 
ment and in the interest of the country’s 
welfare, it was prevented by the unfair 
basis of its excess-profits taxation and by 
renegotiation from retaining its modest 
profits. 

The industry built the machines neces- 
sary to prosecute the war and in so doing 
removed a substantial part of its mar- 
ket for the next decade. The average 
life of machine tools exceeds twenty years, 
and the units built in the war will be 
used in peacetime work for years to come. 

It did a great war job but robbed its 
own market, and it paid wartime taxes 
on what should have been peacetime sales. 
On top of this, now comes the deluge of 
government surpluses of machine tools 
which may glut important channels of 
normal machine-tool business for many 
years. 

Again we say, what may happen to two 
or three hundred machine-tool companies 
and their normal complement of 50,000 
employees may be unimportant except to 
the economy of America which will con- 
tinue to be dependent upon developments 
within the machine-tool industry to pro- 


duce means for manufacturing goods that 
can compete in future markets and that 
will further elevate our standard of liv- 


ing. 


IMPACT ON THE ECONOMY 


The production of more goods at lower 
cost constitutes America’s hope for sur- 
vival in the future competitive struggle. 
Therein also lies our hope for further rais- 
ing the general standard of living in this 
country. It is only by getting better prod- 
ucts at a lower cost that more people can 
acquire more goods and thus improve 
their living standards. 

The possibility of success in this direc- 
tion depends basically upon the more ex- 
tensive use of machine tools. The answer 
to the soapbox orators who, during the 
depression, preached the gospel of tech- 
nological unemployment caused by too 
much modern machinery, has been given 
during the war so emphatically that re- 
iteration is unnecessary. It might be well 
to point out, however, that Russia has 
demonstrated once and for all how power- 
ful a nation can be which adds industrial- 
ization to great material resources and 
tremendous manpower. The Soviet Union, 
aided by modern industrial facilities ac- 
quired from the United States, not only 
performed a military miracle, but proved 
that its future rests upon further mechan- 
ization. 

China, with no machinery at its dis- 
posal, has been unable in centuries of ef- 
fort to save its teeming millions from an 
impoverished existence. It is awakening 
now to find that mechanization and tech- 
nological development are the only solu- 
tions for its national problem. Coolie la- 
bor represents poverty and degredation. 
Mechanization, based on the use of mod- 
ern machine tools, produces more goods 
more cheaply, and directly raises a na- 
tion’s standard of living. 

Thus, there is a cause only for gratifica- 
tion that our nation’s economy will be 
supported and further advanced by the 
wartime addition of an enormous quan- 
tity of machine tools. These machines, put 
to use throughout industry, will do more 
to employ labor and to produce needed 
goods than any other agency that can be 
conceived. Whatever may be the need 
of unemployment insurance plans and of 
other means of artificially supporting our 
population, there can be no substitute for 
physical facilities such as our million and 
three quarters of machine tools which 
can be put to work to employ millions 
and to manufacture products to fill untold 
needs. 

Faced with the prospect of catastrophe 
overshadowing its own business, the ma- 
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chine-tool industry has not faltered in a 
statesmanlike attitude in this outlook. As 
far back as the spring of 1944, the Plan- 
ning Committee of the National Machine 
Tool Builders’ Association deliberated 
with leaders of the industry, with a cor- 
responding committee of the Ameri- 
can Machine Tool Distributors’ Associa- 
tion and with government officials, and 
subsequently established a policy which 
was widely publicized. 

This statement emphasized first the 
need to give the Armed Services an op- 
portunity to acquire as insurance against 
a future emergency a strategic reserve of 
machine tools. It then suggested that as 
surpluses of government machine tools 
became available, they be offered to in- 
dustry and other groups on a sound price 
basis and as rapidly as possible. It 
pointed out the importance of putting these 
machines to work quickly in the interest 
of full employment and the maximum 
production of peacetime goods. It scorned 
any suggestion of foolishly scrapping 
available machinery or of following any 
other policy that would be economically 
disadvantageous to the nation. Recog- 
nizing fully that by making this sugges- 
tion it was proposing action that would be 
contrary to its immediate financial inter- 
est, the industry nevertheless adhered 
to a statesmanlike national outlook which 
it is hoped may serve as an example for 
other industries and for government itself. 


IMPACT ON DEFENSE 


Someone has said that this country has 
a short memory. It is only five weeks 
since the Japanese agreed to surrender. 
It is only a few months since V-E day. Yet 
there is practically no indication from news 
reports, or indeed from personal observa- 
tion in Washington, that the country is 
giving much thought to the need for a real 
insurance against future military attack. 

Of course, we have been instrumental in 
setting up the United Nations’ Charter. 
We have indicated a determination to take 
an active part in a peace organization that 
will prevent future wars. This is all to 
the good, and no one with any sense of 
responsibility will disparage such efforts 
or do aught but assist in a constructive 
peace enforcement. This is at least one 
thing that we have all learned during the 
past six years, and let us hope that our 
dreams and our plans may be most suc- 
cessful. 

Yet those of us who are the most ar- 
dent supporters of international coopera- 
tion for the preservation of peace must, 
if we are realistic, accept the fact that 
there is too much disorder and discord in 
the world today to count upon confer- 


ence alone to avoid physical violence. No 
one believes that this country should im- 
mediately disarm itself or repeat the pro- 
cess of the Ninteeen Twenties when we 
destroyed our fleets and foolishly depended 
upon our separation from the Old World to 
protect us. We are not sure of what we need 
for protection, but the country unani- 
mously wants enough of a fleet, enough 
air power, enough of an army and enough 
war matériel to maintain our present 
status. 

Who can be sure today of what facili- 
ties we ought to maintain in order to pro- 
tect ourselves? Certainly manpower is 
not enongh; that was proved during the 
war. What airplanes are we to keep if 
the various models are to become obso- 
lete in the future as rapidly as they have 
in the past four years? What artillery 
will be valuable in the future if the buzz 
bomb and the rocket are further. devel- 
oped? Of what value will the present de- 
sign of tanks be six months or a year 
from now, and, overshadowing all, what 
are the possibilities in atomic bombing? 

If any truth has come out of the as- 
tounding technological development of 
this war period, it is the fact that noth- 
ing is static and that no item of war 
equipment may be considered secure in its 
invincibility. 

That being the case, there is only one 
way in which we can maintain our pres- 
ent position of superiority—by sustaining 
at the highest possible level our techno- 
logical ability and production capacity. 
Even scientific brains and research ca- 
pacity are impotent if we are unable to 
translate inventions into practical results. 
We must be able to produce the new de- 
signs of war equipment if we are to re- 
main invincible. This means that, above 
everything else, we must have available 
the machine tools which are the funda- 
mental basis of our production capacity. 

The public does not generally realize 
that it was not until we were able to 
manufacture sufficient machine tools that 
we turned out the planes, the ships and 
the guns necessary to overwhelm our 
enemy. The ordnance branch of the 
Army, the Air Corps, the Navy and the 
businessmen composing the driving force 
of the War Production Board knew in 
1940, 1941 and 1942 how desperate was 
the need for machine tools. They found 
in bitter experience that only a pitiful 
number of machine tools could be dragged 
out of existing plants to equip the vital 
war production industries. What was 
needed was a vast pool of machine tools 
which could be drawn upon at a few 
days’ notice. But no such pool existed. 
Instead, a small and undernourished, but 


resourceful and ingenious machine-tool in- 
dustry was required in a short space of 
time to accomplish for the country what 
the nation should have done in more 
complacent times. General-purpose ma- 
chine tools which could be quickly adapt- 
ed to manufacture any of the new de- 
signs of war equipment were needed. Spe- 
cialized machines for unusual manufac- 
turing problems were desirable, but in the 
emergency, general-purpose machines could 
be depended upon to start producing any 
type of equipment made out of metal. 

If the vast stock of 700,000 govern- 
ment-owned machine tools in existence to- 
day is distributed haphazardly in Ameri- 
can industry or into foreign fields, this 
country will have lost the means to quick- 
ly adapt itself to the production of its 
future mechanics of defense. It is idle to 
think that machine tools sold to private 
industry can be quickly reclaimed and 
mobilized by the government for war 
work. The attempt to do this after Pearl 
Harbor was largely a failure. The coun- 
try can be sure of its productive ca- 
pacity only in one way. It must have on 
hand not only well-equipped military es- 
tablishments and stand-by plants, but 
also a reserve of machine tools in storage 
ready for assignment and installation on a 
day’s notice in plants where they can pro- 
duce the planes, tanks, rockets and bombs 
that might be needed if we should again 
be attacked. 

On April 25, 1945, before the Sub- 
committee on Surplus War Property of 
the Senate Small Business Committee, 
representatives of various branches of 
the Armed Services testified as to the 
machine tools in their possession and as 
to future reserves which they planned to 
retain. Brigadier General Hauseman testi- 
fied that the War Department owned at 
that time, within continental United 
States, 162,579 machine tools, Only 16,- 
677 of these were in command installa- 
tions, so that almost 90% were in indus- 
trial facilities. A large share of these 
facilities are under the control of the 
Ordnance Department. It is reported that 
that department proposed to retain, in ad- 
dition to the machines in use in its in- 
stallations, a modest 34,000 machine tools. 
Now we understand that higher authori- 
ties have frowned upon the retention of 
this number of machines, and we find 
little enthusiasm anywhere in government 
for the establishment of a really adequate 
reserve. 

Speaking for the Navy at the same 
hearing, Rear Admiral W. A. Buck re- 
ported figures indicating that the Navy 
hoped to retain as available for war emer- 
gency 60% of the Navy-owned produc- 
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tion machinery, but there has been re- 
ported no specific manner in which this 
reserve would be either established or 
maintained. 

At the moment, all thought in govern- 
ment is for demobilization and reconver- 
sion. All of us understand perfectly the 
need for haste in reestablishing peace- 
time production. The trouble is that all 
political influence, representing popular 
thinking, has been toward ignoring every- 
thing but the getting back of our com- 
fortable peacetime jobs. The military in 
Washington, fearful of political charges 
that they are retarding employment, al- 
most ignore the urgency for establishing 
means for our future defense. Able and 
conscientious as many of these men in 
the Pentagon and the Navy buildings are, 
they are only furtively taking steps to 
preserve the country’s production facili- 
ties for defense, fearful of public impa- 
tience of anything but demobilization. 

These men know that a great stock 
of tanks, planes, ships and bombs can 
give us in the future no more assurance 
of real protection than the “impregnable” 
Maginot Line gave to the French in 
1940. They know that instead we must 
have machine tools quickly available so 
that in an emergency we can produce 
those weapons of war which inventive 
genius will continue to create. 

There is such an enormous volume of 
machines available that reconversion need 
not be retarded in the slightest because 
of any lack of them. We might safely set 
aside one third or one half of each of the 
different types of machine tools now owned 
by the government and still have avail- 
able in all these classifications ample quan- 
tities for all the requirements of the coun- 
try. If such a reserve were set up, evep 
temporarily, we could be sure in an emer- 
gency of being ready to produce, and the 
economy of the country would not be 
adversely affected in any degree. The 
nation has already paid for these ma- 
chines. Its ultimate salvage in the event 
of disposal would be comparatively nom- 
inal, and the arbitrary retention of a sub- 
stantial block of machine tools would 
seem to be the cheapest and one of the 
best insurance policies in which the coun- 
try could now invest. 

It is unfair to expect the Army and 
Navy to ask for a really adequate re- 
serve of facilities. If they were to do 
so at this time they would subject them- 
selves to the unfair attacks of vote-seek- 
ing politicians. The responsibility for a 
statesmanlike decision in this matter rests 
squarely and equally on the shoulders of 
the Congress and the Chief Executive. By 
promptly taking one simple step at this 


time—setting up a substantial reserve of 
machine tools—they would preserve a 
fundamental of our defense arm, give the 
country greater confidence in its future 
dealings with others, and bring greater 
assurance in its pursuit of peaceful objec- 
tives. 
METHOD OF DISTRIBUTION 


Congress has just provided for a single 
administrator in place of the three-man 
Surplus Property Board, in accordance 
with the President’s request. This action 
restores the type of authority which ex- 
isted when Mr. Will Clayton was Ad- 
ministrator of Surplus Property. 

The policies upon which the new or- 
ganization will operate have not yet been 
completed, but it may be presumed that 
the delegation of the authority to vari- 
ous other departments of government for 
the distribution of the several classifica- 
tions of surplus will be continued sub- 
stantially as at present. 

One thing is certain and that is that 
a sound and reasonably permanent policy 
particularly in respect to the responsi- 
bility of the various departments, should 
be quickly established. One of the great 
difficulties in appraising the problem and 
organizing for the distribution of this 
country’s $100 billion surplus has been 
the turmoil caused by the several changes 
in authority. Under Mr. Clayton, during 
the spring and summer of 1944, effective 
progress was made in establishing price 
policies, delegating disposal authority and 
setting up an organization of competent 
executives to direct the various phases 
of the activity. When Congress enacted 
the present law, which Mr. Clayton and 
many others felt was so cumbersome as 
to be ineffective, the administration of 
surplus was delayed for months while the 
three-man board was appointed and got 
acquainted with some of its duties, and 
while a new personnel was set up and the 
various departments adjusted themselves 
to the priorities and regulations set up in 
the act. 

Again, when the President announced 
a few weeks ago that he favored a one- 
man administrator instead of the three- 
man board, there was another exodus of 
directing personnel, and we are now in 
the process of waiting for the establish- 
ment of what is hoped this time will be 
a more permanent organization. The prob- 
lem is receiving the attention of the Office 
of War Mobilization. It is being made 
the subject of repeated studies by the 
several interested investigating committees 
of the House and Senate. The various indi- 
vidual departments, such as RFC, are at- 
tempting within themselves to organize 
the avalanche of work now descending 


upon them, and meantime their eyes are 
anxiously looking for the reaction, to 
their efforts, of the President, the Congress, 
the Office of War Mobilization, the Army 
and the Navy and the Administrator of 
Surplus Property. Such conditions do not 
make for confidence or for a continuity of 
policy so essential to the sound handling 
of the most gigantic job of distribution 
in all history. 

Surplus Property Regulation No. 3, au- 
thorized by Mr. Clayton in July of 1944, 
established the first price basis for any 
surplus goods. This was the method of 
pricing used for general-purpose machine 
tools and was developed by a committee 
representing the War Department, the 
Navy Department, and the Reconstruc- 
tion Finance Corporation. It correspond- 
ed in general principle to suggestions pre- 
viously advanced by the industry and 
has been known since as the Clayton 
Formula. Within the limitations of any 
method of pricing a large variety of ma- 
chinery of varying ages and of different 
types, the formula has been used effective- 
ly, has prevented possible speculation in 
used machine tools, and has been ac- 
cepted as a fair appraisal rate from the 
standpoint of both purchaser and the 
government. 

Many prospective purchasers of the 
government-owned surplus are irritated 
with the delays faced in obtaining ma- 
chines. Most of these delays are caused 
by provisions of contractors’ leases and 
by sections of the Surplus Property Act. 
For example, according to the law the va- 
rious disposal agencies are required to give 
priority in the sale of surplus items to 
educational institutions, municipalities 
and other government agencies and to re- 
turning veterans. 

If a plant containing several thousand 
machine tools is opened for sale, the ma- 
chines therein must be advertised sixty 
days in advance to make sure that ex- 
servicemen, schools and municipalities 
may have an opportunity to buy. No 
one questions the desirability of giving 
our veterans every possible advantage in 
reestablishing themselves, and certainly 
it is a fine thing for the country for 
public institutions to reequip themselves 
out of surplus. It is ridiculous, however, 
at this time when reconversion speed is so 
important in relationship to national em- 
ployment to hold up the sale of a few 
thousand machine tools in a given plant 
for sixty days when hundreds of thou- 
sands of other similar machines are avyail- 
able for those that may need them. 

An industrial plant now trying to equip 
itself for its future work is actually un- 
able to assure itself of obtaining specific 
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equipment out of surplus, pending the sat- 
isfaction of the law with respect to all 
these factors. 

Furthermore, an element of fear has 
been instilled into many of the officials 
directly handling disposal. The inves- 
tigating committees of Congress, serving 
as a necessary protection to the public, 
have aroused conscious or subconscious 
fears that militate against. prompt action 
on the part of the disposal managers. 

Now that the avalanche of machine- 
tool surplus is descending upon the sur- 
plus authorities, it is becoming more ap- 
parent than before that the industry it- 
self must be enlisted in the actual job of 
distribution. The machine-tool industry 
is so technical and so small that normally 
there are not more than a thousand men 
in the entire country who are engaged full 
time as sales engineers in the distribution 
of new machine tools. It is obvious, there- 
fore, that it is quite impossible for the 
RFC to acquire within a reasonable time 
a sufficient staff of competent men to 
handle the stupendous job now presented. 

The machine-tool industry has _hesi- 
tated to offer its services in the actual 
handling of surplus, although it has coop- 
erated in a magnificent degree in help- 
ing the government most constructively 
in the formation of disposal policies. 
Many government officials who are now 
confronted with this vast responsibility 
are suggesting, however, that it would be 
well to make use of the existing industry 
personnel by engaging the technically 
trained engineering staffs of the sales de- 
partments of machine-tool builders and of 
the machine-tool distributors who nor- 
mally represent a majority of the manu- 
facturers. The industry itself has sug- 
gested also that the several hundred well- 
established used-machinery dealers of the 
country could also be of service in dispos- 
ing of government stocks. 

Consideration is being given to grant- 
ing a modest discount from the Clayton 
Formula price for resale to machine-tool 
companies, their distributors, and to rec- 
ognized used-machinery dealers, as a fur- 
ther means of avoiding speculation in sur- 
plus machines. Such a discount would be 
comparable to proved rates used in nor- 
mal trade, and provisions would be made 
requiring machines actually to be resold 
to users and at prices not exceeding the 
Clayton Formula. 

In addition, consideration has been giv- 
en to negotiating with individual machine- 
tool manufacturers for rebuilding, when 
necessary, machines of their make which 
have suffered from war service but which 
can be restored by factory analysis and 
refinishing. Rebuilding would probably 


be negotiated in individual cases and 
might provide for the reclamation of large 
quantities of machines that would other- 
wise have to be sold as scrap. 

Cooperation between the machine-tool 
industry and government officials could 
be better organized and directed and 
made more effective if the Reconstruc- 
tion Finance Corporation, with the ap- 
proval of the Surplus Property Adminis- 
tration, should set up an industry ad- 
visory committee for monthly consulta- 
tion as to policies and methods. 

Such an advisory committee should be 
representative of the manufacturers, prac- 
tically all of whom are enrolled in the Na- 
tional Machine Tool Builders’ Associa- 
tion, of the sales engineering representa- 
tives of the manufacturers, most of whom 
are members of the American Machine 
Tool Distributors’ Association, and of the 
used-machinery dealers. Prompt forma- 
tion of such an advisory committee would 
help to resolve current problems and ex- 
pedite procedure in the future. 


A PROGRAM 


To clarify and summarize the essentials 
of the surplus machine-tool disposal prob- 
lem, these proposals are made: 

1. Let Congress immediately declare 
the necessity for a substantial reserve of 
machine tools for possible emergency mil- 
itary use. In view of the vast quantities 
of machine tools owned by the govern- 
ment and in the process of being declared 
surplus, let the minimum of such reserve 
in each classification or type of machine 
tool be from one third to one half of the 
government-owned total. Let the War and 
Navy departments be directed by Con- 
gress to retain such reserves, subject to 
an annual review as to the advisabilty of 
reductions or modifications of such re- 
serves in the light of the existing diploma- 
tic and defense status. 

2. Let Congress clarify the present act, 
removing obstacles which interfere with 
the prompt and economical distribution of 
machine tools, while at the same time re- 
taining the principles of consideration for 
veterans, government institutions and 
small business, as intended in the law. 

3. Give a clear authority to the ad- 
ministrator and to the agencies delegated 
by him, so that none will question his re- 
sponsibility or interfere with a fearless 
policy in the businesslike handling of sur- 
plus. Let Congress and the President in- 
sist that the project be looked upon in its 
true magnitude, ignoring minor inefficien- 
cies in the interest of getting the main job 
done in the public interest. 

4. Let the Administrator of Surplus 
Property authorize and instruct the Re- 


construction Finance Corporation to form 
immediately an advisory committee rep- 
resenting the responsible elements of the 
machine-tool industry for monthly con- 
sultation and collaboration in the forma- 
tion of policies and methods. 

5. Let policy-forming government offi- 
cials, the general public, and business rec- 
ognize the critical importance of the ma- 
chine-tool industry to the national de- 
fense, and to the economic welfare of the 
country as reflected in our national em- 
ployment rate and in our standard of 
living. 


Discussion 


Question: From the standpoint of a 
manufacturer, I would like to ask Mr. Bry- 
ant what is the justification for two different 
prices under the Clayton Formula for 
a manufacturer purchasing government- 
owned equipment in his plant, as against 
one who buys it from another plant. Why 
isn’t it to the advantage of the government 
to sell that equipment to the manufacturer, 
at a price at least equal to what the RFC 
would sell it to somebody else, especially 
since the government would have to stand 
the cost of moving and selling the machine 
tools on the open market. 


Mr. Bryant: That is a very practical 
and intelligent question and I am glad to 
answer it. 

I think it is a good provision. The basis 
for it is this: That lessees of DPC proper- 
ties in possession have a great advantage in 
the fact that they have purchased these 
machines and have used them for a period 
of time. Their own men, their foremen, their 
engineering departments and everybody 
connected with the management have had 
an opportunity to learn whether the ma- 
chines are all right, whether they operate 
perfectly or not, and how much mainte- 
nance they require. That is a tremendous 
advantage over the company that must go 
into a plant and buy a machine almost 
“sight unseen.” 

Therefore, it was concluded that with 
such a great advantage, it was certainly 
worth while for them to pay five points 
higher—which is what the rate is. If an 
ordinary tool is valued at 55% of the origi- 
nal cost, the lessee in possession must pay 
60%. That has been debated with a num- 
ber of large purchasers who have been con- 
sidering the purchase of their leased equip- 
ment on that basis. After going into the 
matter, we have noticed that most of those 
who purchased the machines have been 
very glad to get them despite the differential. 

Your automobile offers an example. 
When you buy a used automobile you know 
there is an element of uncertainty. But 
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when you have operated an automobile 
yourself for a year or two, you know how 
much oil you have used, and what other 
trouble you have had; and you can place a 
value on it a little more intelligently. That 
was the basis for the differential. 


Question: Would the same differential 
apply where a manufacturer was purchasing 
all the tools, or all the government-owned 
tools in a plant? 

Mr. Bryant: Yes, it would also apply 
in that case. 


Question: As an exporter I would like 
to ask which countries—not by name but 
by policy—would receive favorable con- 
sideration? Would it be those countries 
which can pay easily in terms of quantity 
of payment, or those countries where the 
need of this equipment would perhaps be 
more, while they are not in such favorable 
position to pay ? 

Dr. Kaplan: I might point out that the 
question of the ability of other countries to 
import and the conditions under which 
they will import our surplus utilities is a 
problem which may be solved to a consid- 
erable extent by the Export-Import Bank. 
It is the business of the Export-Import 
Bank to determine what credits it will es- 
tablish in behalf of the foreign countries 
that have those needs. 

The chances are that the amounts made 
available by the Export-Import Bank as a 
total lump sum against which the country 
concerned can draw will be the determining 
factor. And, of course, the foreign govern- 
ment will allocate among its own citizens 
the particular amounts in that total against 
which it can draw. 


Chairman Kunhardt: There is an- 
other question. I remember in the last war, 
’way back when, viewing acres and acres 
of machine tools and thinking: “Now, 
there’s a business I certainly don’t want to 
be in.” But those machine tools had betn 
operated by inexperienced operators; they 
had been overloaded. In many cases they 
were not in good condition and the machine- 
tool business didn’t turn out too badly. 
What is the condition of the machine tools 
today, generally ? 

Mr. Bryant: Heaven only knows. That 
was one of the great complexities in working 
out the Clayton Formula. It is recognized 
very freely, I think, by the officials in 
Washington and certainly recognized by 
the industry that no one can tell what the 
situation is with respect to some 700,000 
machine tools that are owned by govern- 
ment. 

I have inspected the big bomber plant 
down at Fort Worth, Texas, manufacturing 
large planes. I was there one month after 
it opened, and I saw men with cowboy 


boots sticking out from underneath their 
overalls running complicated precision ma- 
chinery that normally we wouldn’t entrust 
to an operator without years of experience. 
Now, your guess is as good as mine as to 
what has happened to that intricate piece 
of machinery. 

Referring back again to World War I, I 
recall visiting Rock Island Arsenal several 
years ago and seeing crates of milling ma- 
chines that had been delivered in World 
War I which they were not using and had 
not been able to dispose of. There they sat. 
Those same milling machines were used 
very effectively in the recent emergency. 

It is difficult to tell, but certainly a great 
deal of the machinery either will operate as 
it now is or can be made to operate for 
years and years to come. 


Question: Mr. Bryant, regarding your 
suggestion that one third to one half of the 
government tools be set aside as an emer- 
gency reserve, isn’t there a great element of 
obsolescence, so that when we need them 
they may not be of great value ? 


Mr. Bryant: I partially answered that 
in my last comment, when I referred to 
machines that were used in World War I, 
and which were of tremendous value in this 
war. Now, of course, improvements are 
made in machine tools as we go along. But 
please keep in mind these are basic, general- 
purpose machines—lathes, drilling ma- 
chines, planers, grinding machines. While 
improvements may be made and will be 
made from time to time in them, the basic 
machinery will still perform certain jobs. 
No revolutionary change is possible in 
most of them. They will be valuable on a 
fairly efficient basis for years to come. And 
remember, the Bureau of Internal Revenue 
permits a depreciation rate on machine 
tools that averages a little over twenty 
years’ life. 


Question: As to this proposed reserve— 
why not give the machine-tool industry 
something to do in years when its activity 
is low by taking out a thousand planers and 
substituting a thousand more modern 
planers. 


Mr. Bryant:  Let’s get this perfectly 
clear. I am not suggesting this from the 
standpoint of giving the industry anything 
to do, even though the surplus lies like a 
great cloud over the industry. To me, the 
important thing right now is that we, as 
American citizens, recognize the danger we 
are in and will continue to be in. I think it 
is the height of folly not to preserve a stock 
of these machines when there are plenty to 
take care of reconversion—far more than 
we need for reconversion and for operation 
for a long time to come. We should just 
hold them there. I don’t think we can plan 


at this time on any revolving stock of ma- 
chine tools. I said in my remarks that after 
a year or two we ought to review the whole 
situation. If we find two or three years from 
now that there is such assurance of world 
peace that we don’t need them any more, 
let’s get rid of them. I am not for holding 
them indefinitely. I say hold them as a 
military precaution, that’s all. 


Question: Mr. Bryant, you made a 
statement of five proposals as to how to dis- 
pose of machine tools. Has any definite 
policy been established by the government 
in the disposing of the tools yet or is that 
in the preliminary stages ? 


Mr. Bryant: I don’t want to be mis- 
understood here as having any responsibil- 
ity or authority in government. I don’t 
have. I am a private manufacturer of ma- 
chine tools. I have simply served occasion- 
ally in an advisory capacity in Washington, 
when I have been called down there by, 
first, Mr. Will Clayton, and then the Sur- 
plus Property Board, the RFC and the War 
Production Board and a few others. 

Answering your question as best I can, I 
conferred last week in Washington with 
members of the Surplus Property Board who 
were then in process of exodus, the new 
Administrator having just been appointed 
yesterday, and with RFC officials, and 
with Mr. Snyder’s office, the Office of War 
Mobilization, including Lieutenant-Gen- 
eral Campbell who is his Assistant. I can 
tell you that these recommendations are 
being studied carefully at the present time. 
I have tried here to bring this program 
down to something that is realistic and 
practical, and a good many forward-look- 
ing people in Washington are thinking 
about it at the present time. 

I should say that very active thought is 
being given to every one of these recom- 
mendations, excepting in connection with 
the matter of war reserve. There I am lit- 
erally in despair about the matter, because 
I feel that nobody down there is thinking 
about anything except making sure that 
everybody realizes that the forces are being 
demobilized and that we are reconverting 
just as fast as possible. You see, the politi- 
cal situation is such that nobody in govern- 
ment dares to do otherwise. I have the 
highest respect for the men responsible for 
the disposal program and only wish they 
had more support from a courageous public 
policy. 

I say we need a public consciousness of 
the necessity for this sort of thing. If we 
don’t have it, the machines are going to be 
actually dissipated. General Hauseman, 
representing the Army Service Forces in 
General Somervell’s office, testified before 
the Smaller War Plants Committee of the 
Senate, in April of this year—and I was 
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present when he did so—that the Army 
thought it would need at least 34,000 ma- 
chine tools. Now, mind you, the govern- 
ment owns 700,000, and he thought they 
needed 34,000. 

I was told last week on very high author- 
ity—I cannot quote the source—that the 
top of the government protested this, said 
it was absolutely unnecessary, and that it 
ought to be cut down. They cut it down to 
11,000—11,000 machines out of 700,000. 
I think it should be a matter of great public 
concern. 


Question: Isn’t the Clayton Formula a 
little out of date? It is a year old now and 
we have a lot of machinery to get rid of. 
Can you get rid of it with the Clayton 
Formula ? 


Mr. Bryant: In the first place, under- 
stand I don’t have to get rid of it; I am 
not the government. I can face the situa- 
tion without prejudice. There is no pride 
of authorship in the Clayton Formula. I 
think it is a necessarily rough method of 
pricing. I can see a lot of ways in which it 
can be improved. I would be glad to see it 
improved. But I will tell you this much: 
the Clayton Formula was based upon the 
thought of men in the industry who knew 
the most about it. There were many diver- 
gent views. I was chairman of a committee 
composed of the Army, the Navy, and the 
RFC—just a temporary committee to solve 
the problem. We had the recommendations 
of the industry. We had the recommenda- 
tions of the War Department which were 
*way up here, and the recommendations of 
the Navy, which were way down here, and 
we struck a compromise. Like all compro- 
mises, it is not perfect. Nevertheless, it did 
correspond pretty much to the thinking of 
the best men in the industry, who had really 
given it a lot of thought. It does represent 
a pretty sound and fair valuation. 

If you want to sit down privately with 
me for a few minutes, I can prove to you, 
as I have to a good many of my friends who 
have come to me and asked my confidential 
advice as to whether it was a good time 
to buy machine tools under the Clayton 
Formula or whether they ought to wait, 
that it is one of the best investments you 
can possibly make. A company which 
bought machine tools three years ago and 
has been using them, paying DPC rental 
and an interest charge totaling 12% a year, 
and now buys at about 45% of the original 
cost, is actually paying after the taxation 
rate only about 60% of the new cost value 
of a machine tool, which isn’t a bad 
purchase. 


Chairman Kunhardt: Before we go 
much further, I would like to get the Army’s 
estimate of 100 million a day for ninety 
days and Dr. Kaplan’s estimate of seven 


billion straightened out. Admittedly, they 
can only guess. They will be accurate to a 
few billion more or less; that is small 
change, of course. The estimates are pre- 
sented from different approaches. I am not 
at all sure I have a great deal of confidence 
in the Army on such matters to start with 
—I mean until they have spent more time 
studying the matter. I think Dr. Kaplan is 
entitled to his day in court. Let’s hear 
what he has to say in defense of his seven 
billions. 


Dr. Kaplan: Mr. Chairman, frankly 
when I heard the reference to an officer who 
said he was going to produce $100 million 
worth of consumers’ surplus in this country 
for the next ninety days or even sixty days, 
I wrote that off in my own mind as impos- 
sible. If it were to happen, I believe it 
would create a major scandal. It would 
mean that everything that has been said 
about procurement or the things for which 
the Treasury Department paid out checks, 
and everything that we know about the 
estimates of inventories made by the Quar- 
termaster and other agencies, would have 
been proved to be very seriously false. And 
it would mean that the arrangements made 
with the Combined Chiefs of Staff, under 
which they finally got the inventory of 
consumers’ goods down to a basis of about 
eight months’ use, would likewise be false. 

Of the various agencies that have re- 
cently attempted to estimate the total in- 
ventory of the surplus, the highest estimate 
of all is $90 billion. In that high estimate 
of $90 billion, $25 billion was written off 
for aircraft, $25 billion more for ships, both 
combat and transport, and $22 billion was 
written off for the various combat mate- 
rials. They got down to a little under $25 
billion for anything that could be mer- 
chandisable. 

From there, they arrived at a domestic 
total of about $10 billion. That is the 
highest recent estimate I have seen for the 
total domestic surplus. That included raw 
materials, the metals reserve, the wool re- 
serve, the diamonds, the rope, and all of 
the other items. It included a considerable 
amount of radar equipment. It included 
petroleum. It included the miscellaneous 
and engineering equipment. That was all 
within the grand total of $10 billion. In the 
estimate of this agency, the total amount of 
surplus clothing in the inventory, abroad 
as well as in this country, was $3 billion, 
of which I think it would be reasonable to 
say that perhaps a billion and a quarter 
would be in this country. Of food, the esti- 
mated total inventory, both abroad and 
here, was a little over $2 billion, of which 
probably less than a billion is going to be 
in this country. 

As regards the miscellaneous items that 
might possibly be considered as consumer 


goods, the $3 billion total both here and 
abroad brings ours down to something less 
than $1 billion in the miscellaneous items; 
the consumer part of that would be consid- 
erably less. And then you have the biggest 
item that could be treated as consumer 
goods—trucks. Even including your four- 
wheel drives that are not going to be used 
for civilian purposes, inventory here and 
abroad is $7 billion, which means that here 
the total for trucks will run well below $3 
billion. Juggle those figures as you please, 
you cannot possibly get a total for 
domestic consumers of anything like even 
$6 billion. 


Question: What about the plants? Is 
there any formula for the disposal of the 
plants, the buildings themselves ? 


Mr. Bryant: I can only tell you what I 
know about it from the general discussion 
with the officials of the RFC who handle 
plants. I do not think there is an attempt 
to cover that by formula; I am quite sure 
it is a matter of individual negotiation. 

We have projects all the way from the 
Dodge Chicago plant which cost $180 mil- 
lion, and Willow Run, down to plants of 
about $25,000. It would be quite impossible 
to arrive at any sort of formula. They are 
attempting to interest all the possible users 
in those plants, especially when they know 
definitely that they are going to be placed 
on the market. There are a great many of 
them that they are not sure of yet— 
whether they are to be held or not. I am 
quite sure there is no formula. 


Chairman Kunhardt: I have seen a 
lot in the papers about talk that varies and 
swings between leasing and selling of plants. 
Do any of you know anything about that, 
whether at the moment it is currently 
thought lease or sale is the better? 


Mr. Bryant: I think there is a desire 
to get away from leasing just as much as 
possible. In the case of machine tools, I 
know that it is the case. After all, if we 
want to get rid of this problem, leasing 
doesn’t solve it. The government still owns 
it and eventually has to do something 
about it. 


Chairman Kunhardt: The RFC sells 
plants. 

Mr. Bryant: Yes, plants and all capital 
goods. 


Question: On consumer goods and 
machine tools we get some clear-cut ideas. I 
would be interested if you know anything 
about the raw materials—copper, lead, and 
what-not—both new and scrap. That is a 
problem worrying a lot of us manufacturers. 
Can any of you gentlemen here tell us some- 
thing about that, realizing that the question 
of strategic reserves is still to be decided ? 
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Dr. Kaplan: ‘The Act itself requires 
that the reserves that were set up for the 
war effort be maintained practically intact 
during the postwar period. One of the bones 
of contention in the conference on the bill 
was whether that should be allowed to 
stand—and it is quite clear that the min- 
eral producers got what they wanted in re- 
spect to a freezing, for the time being, of 
huge stock piles, probably beyond anything 
that anyone can see as immediate needs. 
Possibly that is the cautious thing to do. 
But under those circumstances you are go- 
ing to get only a mere trickle of disposal of 
some of those basic minerals during the 
immediate postwar period. 

With regard to wool, you have a little 
different situation. That is probably the 
largest single stock pile. There, of course, 
you are tied in with the whole question of 
the support price. With the present sup- 
port prices there is very little chance of 
moving the existing wool, which is close to 
one billion pounds, in any quantity. 

Meanwhile, the support price is high 
enough so that some marginal wool growers 
can keep on. That is true with other textile 
goods. But so far as mineral raw materials 
are concerned, you have a freeze that will 
allow comparatively little to get out. 


Question: That is what I had in mind. 
Is there any movement toward changing 
that provision ? 

Chairman Kunhardt: 
that report has been furnished yet. 


I don’t think 
You 


won’t know much about it until they make 
a report. Of course, there is a lot of scrap 
you will get, through the termination of 
contracts, that will go back into the con- 
tractors’ scrap piles. 


Chairman Kunhardt: 
other questions ? 


Question: One view is that the Clayton 
Formula would have to be modified for 
vast quantities of machine tools that are 
to be disposed of. I spoke with one manu- 
facturer who suggested that a kind of 
“most-favored-nation” clause could be 
properly used, and he believed it had been 
used in one case. 

According to his suggestion the manufac- 
turers would step out from under the Clay- 
ton Formula in some instances and close on 
the purchase. Without assurance that they 
would be protected in the future under a 
“most favored nation’’ clause, they would 
delay for a long time and possibly not pur- 
chase at all. I wondered whether that solu- 
tion could be applied or had been applied, 
or whether it was being considered. 


Have I any 


Mr. Bryant: I don’t think anybody can 
give any definite assurance about a thing of 
that sort. All we can give is a matter of 
opinion. But with all the discussion of the 
Clayton Formula and the relative advisabil- 
ity of buying machine tools under it, let it 
be said that a large number have been pur- 
chased and are being purchased at the 


present time—particularly by the lessees 
in possession, by companies that have 
the tools in use and want to make use of 
them immediately and don’t want to let 
them get out of their hands. They have 
proceeded to buy. I know of very large 
companies in the country that have pro- 
ceeded, after great investigation and a lot 
of discussion and consideration of the very 
point you have raised, to make a purchase. 
You may recall that General Motors put 
down a check for over two and one-half 
million dollars for just one battery of ma- 
chine tools, exactly in accordance with the 
Clayton Formula. 

As to what the possibilities are in the fu- 
ture, Dr. Kaplan could tell better than I, 
because it becomes a matter of economics 
and of prices: Where are we going? Are we 
going to have higher prices? I sat with a 
group conferring with OPA last week in 
Washington as to general policies with re- 
spect to prices on capital goods. We were 
told by some of the officials of OPA that, 
in their opinion, the capital goods indus- 
tries would have to have increased prices. 
It is becoming obvious to machine-tool 
builders—and I can speak very definitely 
as one of them—that we are smack up 
against the problem right now. With vol- 
ume at the present time less than 25% of 
peak production and with labor costs up 
51% and material costs up 63% since our 
price ceilings were established, how can we 
continue to maintain the prices we now 
have? 


Expansion Indicates Equipment Need 


XPENDITURES by manufacturers 
during the twelve months following 
the cessation of the war are expected to 
be more than $9 billion.” Total outlay 
is made up of $4.5 billion in capital out- 
lays, $2.8 billion for increased inventories 
of nonmilitary goods, and $1.9 billion for 
increased receivables. The heaviest ex- 
penditures are in the textile, apparel, leath- 
er, and machinery groups. (See table.) 
The strong financial position of most 
industries is shown by reports that 75% 
of total expenditures will be financed by 
manufacturers themselves. Of the re- 
mainder, two thirds will consist of bank 
loans and one third of security issues. 
The intended outlays for plant and 
equipment disclosed in the survey have 
materialized into specific announcements 
by many companies within the past month 
or two, especially in respect to new and ex- 
1Sureey of Current Business, July, 1945. 


panded plants. This trend exists despite 
availability of government-owned plants, 
largely because of location, size, or other 
undesirable characteristics of the govern- 
ment property. 


EXPANSION COVERS ALL TYPES 


Despite expenditures of $2.6 billion 
for expansion in the last five years, the 
steel industry has planned sizable addi- 
tions to facilities for peacetime purposes. 
The United States Steel and Bethleham 
Steel corporations each intend to spend 
many millions, and smaller companies 
comparable amounts. 

Construction plans of the General Mo- 
tors Corporation are extensive and will 
require an expenditure of approximately 
$600 million. New assembly plants are 
planned for the Boston, Wilmington, At- 
lanta, and Los Angeles areas. Other plants 


1Both public and private. 


1 


will be constructed to manufacture hard- 
ware, ball bearings, and storage batteries. 

Manufacturing capacity for agricultural 
machinery is to be stepped up by the In- 
ternational Harvester Company through a 
$100 million expansion program. Employ- 
ment by this company during the war 
averaged 62,500 workers, compared with 
70,000 at present. About 5,000 additional 
workers are needed, and considerably 
more will be required after the expansion 
program gets under way. 

Other announced programs indicate that 
expansion of facilities concern a highly 
diversified field, covering nearly all lines 
of activity. A $6 million building program 
has been launched by the Sterling Drug 
Company, which is divided among seven 
projects for additional laboratory and 
manufacturing facilities, both in the 
United States and abroad. The Western 
Electric Company has purchased property 
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at Allentown, Pennsylvania, on which an 
electronic components plant will be con- 
structed. At capacity operations about 
1,500 workers will be occupied. 

A few of the other programs for new 
plants and equipment include outlays of 
$1.5 million for the construction of facili- 
ties for the production of synthetic caf- 
fein; a $4.5 million outlay by a wholesale 
grocer and supply house and moderniza- 
tion of retail stores; expenditure of $1.5 
million by the Hercules Powder Company 
for erection of a new organic chemicals 
and resin plant. The General Electric 
Company plans to spend $280 million on 
reconversion and expansion. The auto- 
motive industry also is adding equipment 
and plants. 


MACHINE-TOOL BACKLOG CUT 


Shipments of machine tools for the first 
nine months of this year are estimated at 
$326.9 million, compared with $386.9 mil- 
lion in the corresponding period last year. 
September shipments, at $27.3 million 


Sales of surplus tools are reported to be 
increasing. 

Business in new machine tools is an- 
ticipated in the near future from two 
sources. Producers of highly competitive 
commodities, especially for markets where 
shortages are more pronounced, are mak- 
ing every effort toward quick reconversion; 
and release of surplus tools has been too 
slow for their purpose. Machine-tool sur- 
pluses thus far have been released sporad- 
ically throughout the nation, and small 
manufacturers, who find it financially in- 
expedient to send representatives on ex- 
tended shopping tours, are placing orders 
for new tools. 

Plans for spot sales on company prop- 
erty are being worked out by the RFC, 
with detailed information scheduled to 
be released shortly. The direct in-plant 
disposal method has been tried on a 
limited, experimental basis, and results are 
reported as satisfactory. Whenever pos- 
sible, plants where surplus machine tools 
are located will be used as RFC branch 


MANUFACTURERS’ PLANNED OUTLAYS 


Source: Department of Commerce 


Millions of Dollars 


in war production. Yearly output during 
the war period approximated $48 million, 
compared with only $21.6 million in 1939. 
Most of this increase was purchased by 
the Army and Navy for direct use. 

The commercial and industrial refriger- 
ation-machinery industry not only main- 
tained food-cooling systems for civilian 
use but also provided many new applica- 
tions of refrigeration for military pur- 
poses. War requirements approximated 
$180 million annually; and much of the 
expanded facilities are still meeting the 
needs of the occupation forces. 

Output of electric motors before the war 
averaged about $17 million a month, but 
the monthly war peak was $82 million, a 
tremendous production achievement. Many 
special and industrial types were required 
by the Army, Navy, and Maritime serv- 
ices. 

The industrial power-truck industry, 
which manufactures equipment for han- 
dling heavy loads in industry, warehouses, 
and railroad and ship terminals, was a 


Industry Group 


Food and kindred products (including beverages) and tobacco............... 
Textile-mill products; apparel and other finished produces leather and products 


Lumber and timber basic products; furniture an 


Paper and allied products; printing, publishing and allied industries.......... 
Chemicals and allied products; products of petroleum and coal; rubber products. 
Stone, clay, and glass products.................. 


Iron and steel and their products. ... 
Nonferrous metals and their products 
Machinery, including electrical................. 
Transportation equipment, including automobiles 


Miscellaneous industries................e000005 


1Planned outlays are for the first twelve months and planned sales objectives are the annual rates anticipated d 


The breakdown by industry groups is necessarily 


ily tentative and approximate. It does present a picture, however, 


compared with $32.5 million in August, 
have continued to run a little larger than 
new orders. Recent cancellations, largely 
of government contracts, have been heavy, 
so that unfilled orders at the end of Sep- 
tember totaled $185.5 million, or $7.8 mil- 
lion below the August figure. The current 
volume of unfilled orders is sufficient to 
maintain the present shipment rate from 
six to seven months. 

New orders during the remainder of 
this year will depend partly on the method, 
speed, and volume of releases of surplus 
machine tools. Some potential purchasers 
of this equipment have hesitated to place 
new orders in the hope that the govern- 
ment would soon more clearly describe 
its holdings and the amount that it might 
retain as reserves for future contingencies. 


1939 Outlays 
for Plant 

and Plant, t 

Equipment amas 

Alterations 
239 665 
145 550 
finished lumber products. .. . 61 160 
136 530 

334 800 

axsandents Shute erentasen oo 68 200 
BA. OURO 192 340 
GERAD St GORI eRe Seem ise ab 2 45 180 
Ae ert Sener 140 450 
6 RNASE carters wale aaranteeinng Bee 181 600 
Bot ete te oe See $1 75 
siopereoctaiaretaars SSC ae COM 1,572 4,500 


salesrooms. Under this system the price 
of each machine will be displayed, and the 
potential purchaser will be able to ob- 
serve the machine in actual operation. 
Warehouse sales, however, will continue. 


SMALLER INDUSTRIES IN THE WAR 

Although the effort expended by large 
industries is generally recognized, little 
is known of the contributions of the small- 
er industries which operated under the 
supervision of the general industrial equip- 
ment division of the WPB. Information 
about these industries has just been re- 
leased and is summarized in the following 
paragraphs. 

The logging, lumber, and wood-products 
machinery industry, although compara- 
tively small, served an essential function 


Planned Outlays? 


Planned 
Increased Total Sales 
Inventories | Increased Planned Objectives! 
of Nonmili- | Receivables tlays 
tary 
165 135 965 28,200 
615 400 1,565 17,100 
220 145 525 5,000 
80 80 690 8,150 
195 90 1,085 19,050 
85 45 280 2,800 
300 160 800 11,350 
70 40 240 4,900 
600 500 1,550 13,700 
410 210 1,220 15,300 
120 110 805 2,900 
2,810 1,915 9,225 128,450 


ip kp belie gira period following the end of the war in Europe, 


small prewar industry, yearly shipments 
from 1936 through 1939 averaging $7 mil- 
lion. War demand for this equipment was 
so heavy that peak production increased 
to $18 million a month, 

The fan and blower industry rose from a 
prewar capacity of $50 million a year to 
$110 million, even though parts of the in- 
dustry were engaged in production of 
large quantities of equipment entirely dif- 
ferent from its normal product. 

The air-compressor industry increased 
its output during the war from $95 million 
a year to a maximum of $140 million, al- 
though at times it faced critical moments 
in achieving its goal. 

Pump production was an essential in 
the conduct of the war. Prewar capacity, 
representing output of $100 million an- 
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nually, was expanded to $500 million a 
year. 

Food-processing, packaging, and con- 
tainer machinery industries had an over- 
all prewar yearly average of about $162 
million. A large amount of facilities for 
civilian use of this type of machinery was 
converted to production of war necessities, 
such as amphibian tanks, etc. Some classes 
of this machinery declined in production 


to 10% of the prewar average. Civilian 
production of all types during the first 
half of this year was 18% below the ay- 
erage of similar periods before the war. 
These industries are now faced with heavy 
backlogs of civilian orders. 

Demand for hardware and small tools 
during the war years, both for direct and 
indirect military purposes and for civilian 
needs, was very heavy. About 50% of 


production facilities was converted to war 
needs, and civilian hardware requirements 
were partly satisfied by simplifications in 
styles, sizes, types, and finishes. This prac- 
tice resulted in a saving of about 17 million 
pounds of copper-base alloy and econo- 
mies in other critical materials. 


Haron W. Sasse 
Division of Business Statistics 


Why Production Is Retarded 


MONTH and a half after V-J day 

production and reconversion were 
lagging behind schedules in the majority 
of the companies faced with physical re- 
conversion, according to replies to this 
month’s survey of business practices. Even 
among companies with little or no physical 
reconversion, difficulties in securing suffi- 
cient or adequately trained help, shortages 
of materials or component parts, strikes and 
work slowdowns, general labor unrest and 
government controls have caused produc- 
tion tieups, with attendant increases in 
backlogs of unfilled orders. 

These lags were particularly severe 
among metal manufacturers, over half of 
the executives in this group indicating 
that current performance was below sched- 
ule. About half the primary producers 
felt that production and reconversion were 
not up to expectations, while a third re- 
ported that they had encountered no 
problems. Executives of companies manu- 
facturing products other than metal were 
about equally divided on the progress of 
reconversion and production plans, the 
same number reporting work either on or 
ahead of schedule as those reporting a lag. 


LABOR SHORTAGES 


Labor shortage was the primary reason 
cited by all groups for failure to meet 
production and reconversion plans, and, 
in this connection, several of the execu- 
tives expressed the opinion that generous 
unemployment, compensation payments 
had played an important part in contrib- 
uting to the shortage. As a hardware 
manufacturer pointed out: “One of the 
paradoxes in the production situation is 
that employers almost without number 
have jobs going begging, while unemployed 
persons are seeking unemployment com- 
pensation. The funds provided for pay- 
ment of a modest compensation to per- 
sons unemployed through no fault of their 
own, which funds were provided wholly by 


employers, actually are being used to 
continue people unemployed.” Another 
executive believes that “the necessity for 
working well, consistently and regularly 
has not yet appeared, nor the desirability 
of doing so occurred to a great many em- 
ployees. They do not evaluate work as a 
means to a livelihood, partly we think be- 
cause there are so many assurances nowa- 
days against want and destitution.” 

A textile executive explains the reason- 
ing he feels is behind the reluctance of 
men to forego unemployment compensation 
in favor of a job at peacetime wages. “Un- 
employment compensation is all ‘take 
home’ pay and hence is comparable with 
substantially higher wages subject to de- 
ductions. Former employees get nearly 
the same net pay for not working that they 
would for working.” He goes on to say 
that he believes that “former textile op- 
eratives are now classified as unemployed 
welders or similar classifications connected 
with war activities.” Difficulty in obtain- 
ing labor in a period when many war work- 
ers are being released will continue, in the 
opinion of a railroad-equipment company 
executive, “just so long as a working man 
when offered a job thinks first of what the 
difference will be between ‘my working 
pay and my unemployment compensa- 
tion.’ ” 

Fear for the future is expressed by a 
foundry executive who writes that “this 
situation will only be aggravated if Con- 
gress passes the $25.00 weekly minimum 
benefit for twenty-six weeks as we feel it 
would be a decided encouragment for 
further loafing.” 

Another type of labor shortage which 
has appeared is the absence of workers 
trained in the skills necessary for peace- 
time production. A manufacturer of in- 
dustrial machinery reports that while “a 
large number of men have been released 
from the manufacture of war products, 
most of these have been of the type we 


call ‘push-button’ mechanics. In other 
words, these men have been working on 
the same product, on the same operation, 
on the same machine right along during 
the war period. Unfortunately for us, a 
man in one department, for example, will 
have one job one week and an entirely 
different job involving all-around knowl- 
edge of our operations the next week.” A 
similar situation is reported by an auto- 
motive-equipment executive who writes: 
“Men formerly trained and now receiving 
unemployment compensation hesitate to 
retrain for new jobs at green-hand rates - 
even though they know they will be ad- 
vanced to well-paying job minimums in 
an exceedingly short period.” 


LABOR UNREST! 


Along with the insufficiency of labor 
and the lack of trained help, executives re- 
port a feeling of unrest among employees 
manifesting itself in a drop in efficiency, 
absenteeism, and in many instances cul- 
minating in strikes or work slowdowns. 
Labor disturbances resulting in strikes 
have been particularly crippling among 
primary producers. Almost three fifths 
of the executives in this group. reported 
that production had been curtailed because 
of strikes, 

Frequently, blame for the strikes was 
laid to a lack of definite government pol- 
icy. A textile executive writes: “Readjust- 
ment to a civilian economy was being ac- 
complished with far less temporary un- 
employment than was predicted in the 
most optimistic forecasts. A feeling of 
enthusiasm was developing which was 
creating a boom psychology generally, and 
most businessmen were proceeding with 
their postwar plans without any worry of 
even a temporary recession. But that 
feeling of confidence has been dissipated in 
Galetengh *'Wisaoe.Dertis cies "Tranaltion Sperlod 


W. 
Studies ia Divina bacdsaten No. 1, National Industri 
Conference Board, October, 1945. art ae 
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the last two or three weeks by the epi- 
demic of strikes and the unreasonable de- 
mands of union leaders jockeying for 
position and power. We feel that the 
government is all too complacent in its do- 
nothing attitude. Unless the situation is 
corrected promptly, organized labor and 
our present government will share full 
responsibility for the next depression.” 

Typical of the comments made by ex- 
ecutives on this subject is that of an ex- 
ecutive in a company manufacturing in- 
dustrial machinery: “It is our expectation 
that unless strong measures are taken to 
prevent strikes, production in all lines will 
be seriously curtailed over the next half 
year. A policy of conciliation or appease- 
ment, with gradual wage increases, will 
probably be of little value in stabilizing 
conditions and may in the end only delay 
recovery and aid in the trend toward in- 
flated prices.” 


Against Government Policy 


Objections to government policy in 
dealing with the strike situation were 
raised by several others. A machine tool 
manufacturer states that “eventually the 
government must develop a clear-cut la- 
bor policy, in which both labor unions and 
management are responsible for their ac- 
tions, and our government must then see 
that the laws outlining these responsibili- 
ties are fairly and impartially adminis- 
tered.” Similarly, a steel producer objects 
to the government policy permitting wage 
increases without compensatory price 
rises: “We feel that as long as the govern- 
ment indicates that wages can be in- 
creased with no increase in prices that 
this is at least a tacit approval for wage 
demands and, in my opinion, strikes are 
on the way.” 

Industry and labor had hoped that 
President Truman’s speech on wage poli- 
cies on October 30 would help to clarify 
the picture. Beyond a general statement 
that certain wage increases were justified 
and indeed necessary, and that, in some 
instances, industry would be permitted 
to adjust prices after a six-month period 
where approval was not obtained on wage 
increases, President Truman’s speech did 
little to solve the growing deadlock in 
labor-management relations. 

Even among companies who have so 
far managed to avoid labor troubles of 
their own, strikes in suppliers’ and cus- 
tomers’ plants are slowing down produc- 
tion. An automotive-equipment executive 
fears that “if the CIO strikes General 
Motors as they plan, we shall no doubt be 
in the backwash of that strike with the 
same demands presented to us, but ap- 
parently we shall first have a slowdown 


of production due to strikes of our cus- 
tomers. Inasmuch as we shall meet any 
offer General Motors makes, we may be 
able to avoid a strike.” 

However, in spite of the general labor 
unrest throughout the country today, one 
executive writes that “our salesmen find 
everywhere a distinct note of optimism to 
the effect that if we can get labor troubles 
behind us on a scale involving thousands 
of workers there is big business ahead of 
us for two or three years. Wage in- 
creases of about 15% are admitted to be 
inevitable.” 


SCARCITY OF MATERIALS 


Next to labor shortages, scarcity of ma- 
terials is blamed by manufacturers for 
failure of reconversion and production to 
meet schedules. These shortages stem 
from various causes. Those caused by 
war curtailment of sources of supply are 
unavoidable and if substitutes cannot be 
employed, manufacturers must limit their 
production. Another factor which has 
particularly plagued manufacturers of 
metal products is shortages resulting from 
strikes in the plants of suppliers. 

Government price control has also lim- 
ited the supply of some materials. An ex- 
ample of this type of shortage is found in 
the reply of an electrical equipment 
executive: “Price control by OPA has held 
up our production for some weeks be- 
cause of our inability to get gray iron 
castings. Old suppliers cannot supply us 
anything because they lose money at the 
ceiling price plus the 10% recently grant- 
ed them.” He goes on to explain that his 
company has been forced to establish new 
foundry sources, which are charging them 
50% more than they paid in 1941. This 
shifting of sources is “all due solely to a 
ridiculous OPA order which allows a new 
supplier to build but holds the old sup- 
plier to a ceiling under which he cannot 
furnish materials without losing money.” 


PRICE CONTROLS! 


In addition to creating scarcities of 
certain types of materials or component 
parts, manufacturers have shown a reluc- 
tance to resume production of some civil- 
ian items on which profit margins: are in- 
sufficient or nonexistent under present 
ceilings. Foundries and textile manufac- 
turers expressed considerable concern over 
present pricing policies. An executive in 
a foundry manufacturing gray iron cast- 
ings was fearful lest his industry’s inabil- 
ity to manufacture and market castings 
under present ceilings might not force its 
customers to find some substitute, which 


= further discussion see Backman and Gainsbrugh, 
op. cit. 


might prove of sufficient worth to jeopard- 
ize the future of the foundry industry as 
a whole. 

Construction delays were laid to gov- 
ernment pricing policies by an executive 
of a structural clay-products company 
who considers that the construction in- 
dustry will see no substantial revival of 
the proportions necessary to secure reem- 
ployment until (a) price ceilings are en- 
tirely removed, or (b) authority is given 
regional OPA districts to establish dollar- 
and-cents price ceilings promptly without 
reference to Washington. This will make 
it possible for manufacturers “to know 
now what prices can be obtained for the 
next few months rather than be forced to 
wait month after month for decisions on 
applications.” 


TERMINATION DELAYS 


Delays due to termination procedures or 
plant clearance were confined to metal 
manufacturers, with one exception. In 
many of the replies, satisfaction was ex- 
pressed at the manner in which termina- 
tions were handled. A steel producer, for 
example, writes: “The government has 
really done an able job in handling the 
termination of contracts and I think they 
are to be commended on the dispatch with 
which they are handling their end of the 
job.” Among metal manufacturers, how- 
ever, about one sixth of the executives 
replying indicate that their production or 
reconversion has heen retarded because of 
delays entailed in terminating war con- 
tracts, arranging for disposition of work 
in process, or plant clearance. 


ORDERS AND SHIPMENTS 


As a result of the pent-up demand cre- 
ated by the curtailment or elimination of 
civilian production during the war, back- 
logs of unfilled orders are ahead of normal 
prewar levels in most of the companies 
replying. In some cases, manufacturers 
have refused to accept orders beyond their 
capacity to produce. Where backlogs 
are below normal levels, as they are in a 
few companies, the condition has usually 
resulted from unsettled labor relations or 
other problems among customers. A 
cement executive reports that “while there 
is a satisfactory volume of trade orders— 
that is, small orders for immediate use— 
and also a considerable volume of export 
business, contracts are very slow in com- 
ing out due to holding up of construction 
plans because of the labor shortage.” More 
typical is the reply from a machine-tool 
executive: “Our backlog of unfilled orders 
is still appreciably higher than our normal 
prewar level. The reason for this is sim- 
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ple. In normal times we are rarely un- 
able to fill an order for regular tools from 
stock. Our backlog, therefore, consisted 
almost exclusively of special tools.” 

Backlogs of unfilled orders are two to 
three times the prewar level in about a 
third of the metal manufacturing compa- 
nies, and even greater than this in a tenth. 
Semidurable and nondurable goods pro- 
ducers have prevented such large ac- 
cumulations of unfilled orders by control- 
ling incoming orders; about a third of the 
companies in this group have resorted to 
this means of avoiding pile-ups.. Only 
four of the executives in the metal manu- 
facturing group indicate that their com- 
panies had adopted a system of ration- 
ing customers. 

Shipments are about balancing new or- 
ders in over half of the primary products 
companies, but in the other two groups 
little hope of cutting into increasing back- 
logs for some time was seen by the major- 
ity of the companies. A machine-tool 
manufacturer writes that “at the present 
time, orders are coming in faster than 
shipments are being made, primarily be- 
cause we are unable to get materials and 
parts to complete shipments of machines 
now on the floor.” A metal products 
manufacturer states that “this problem of 
decreasing our backlog is our most im- 
portant one at present because we must 
do this if we are going to be able to quote 
the more reasonable deliveries which our 
customers will demand now that the war 
is over. Unless we can better our deliv- 
eries on many items, we feel that we are 
likely to lose considerable postwar busi- 
ness to competitors.” 


No Overordering 


In spite of the large volume of new or- 
ders, executives generally do not believe 
that customers are overordering except in 
the semidurable and nondurable goods 
fields. Among paper manufacturers, the 
wartime deterioration of quality, which 
is gradually being improved as govern- 
ment controls are being relaxed, has acted 
as a deterrent to overordering. As one 
executive states, “the purchaser does not 
want to have any more than a minimum 
working inventory of off-quality material.” 

Another factor which has acted as a 
check on overordering is the extreme un- 
certainty of industry as to its prospects for 
the next six months to a year. A foundry 
executive believes that “most of our cus- 
tomers are too worried about the labor 
situation to overorder material that only 
they can use and that could not be sold in 
the open market.” This uncertainty, how- 
ever, has resulted in some duplication of 
orders. An automotive equipment manu- 


facturer writes that “because of the un- 
settled Jabor situation, we believe orders 
are duplicated for certain items.” 


Industry Comments 


Comments from cooperators grouped 
according to principal industry follow: 


PRIMARY PRODUCTS 


Abrasives and Asbestos: 
Normal 


Backlogs 


“Our current production is about what 
we anticipated. We were perhaps better 
able to prepare for cutbacks than others, 
since we had no manufacturing reconver- 
sion problems. Unquestionably, our vol- 
ume of orders is decreasing as the result 
of the shutdowns in our users’ plants. 
Our present unfilled orders compare favor- 
ably with the normal prewar level. New 
orders are not coming in at the present 
time faster than shipments are being made. 
As a matter of fact our backlog is de- 
creasing. We have seen no tendency on 
the part of our customers to overorder as 
most of our orders are made to special 
customer requirements.” . “We have 
no reconversion problems for our prewar, 
war and postwar products are identical. 
Our present backlog of unfilled orders is 
about the same as the normal prewar level 
and we are shipping new orders for all our 
regular products immediately.” 


Foundries: Production Lagging 


“Current production is decidedly behind 
the scheduled performance because of the 
labor supply. There are some lines on 
which a price adjustment will have to be 
obtained. We are most fearful of the ef- 
fect on the industry in the future inas- 
much as we are unable to provide the 
necessary requirements at the present 
time which will result in manufacturers 
finding some substitute for gray iron cast- 
ings. There has been a large number of 
layoffs in the war industries, but these 
people are not accepting other jobs as the 
unemployment compensation laws in this 
state are particularly favorable. Neither 
do we find many of the returning veterans 
seeking employment at the present time. 
Our present backlog is approximately four 
times normal, prewar levels. At least two 
to three years would be necessary to cut 
into any increase of this backlog. The 
demand for gray iron castings and our 
other products will be good for a period 
of three to five years unless some very 
unforeseen circumstances arise. We are 
seriously considering the adoption of a 
prorating policy based on the customers’ 
normal requirements previous to the war.” 

“Tt is not just any one thing that 
is is holding us back; we need more and bet- 
ter workmen, higher prices, and we need 
a steady flow of incoming material. Strikes 
and work stoppages have also slowed our 
production. Our present backlog of un- 


filled orders is 200% more than normal 
prewar levels. On our regular products, 
it will be from six to nine months before 
our production is able to cut into the in- 
creasing backlog.” “Production is 
behind scheduled performance because of 
a labor shortage and the time it will take 
before production can cut into the in- 
creasing backlog of unfilled orders de- 
pends entirely on the manpower supply.” 

“Our production is behind scheduled 
performance for a month and a half after 
V-J day. Labor shortage is the main 
cause, although government control of 
prices is also a factor.” . “There still 
exists a shortage of labor, notwithstand- 
ing substantial layoffs. Also, some of our 
customers have been harassed with work 
stoppages, even in violation of union con- 
tracts. Our backlog of unfilled orders is 
just about equal to the normal prewar 
level, and new orders are about equal to 
shipments. Most of our customers are too 
worried about the labor situation to over- 
order material that only they can use and 
that could not be sold in the open mar- 
ker “We have no reconversion 
problem and our chief need is for more 
men. Our regular products, on new or- 
ders, are being manufactured and shipped 
on what we consider to be normal deliv- 
ery dates.” 


Nonferrous Metals: No Reconversion 


Problem 


“Reconversion is not a problem, but 
our current production is behind sched- 
uled performance due primarily to strikes 
and related interruptions and labor short- 
age. Orders for regular products are com- 
ing in faster than shipments are being 
made, brought about somewhat by a 
growing tendency for customers to place 
orders ahead for a longer period than 
they ordinarily would, presumably to in- 
sure a schedule place. We do not see any 
particular evidence of customers over- 
ordering for any specific period nor or- 
dering from several sources with the idea 
of overstocking.” . “The slowing up 
that we are experiencing is entirely due 
to labor shortages, and strikes and work 
stoppages in customers’ plants who look 
to us to serve them. As soon as the labor 
situation is corrected, we are going to go 
along all right. We make castings to 
customers’ patterns and specifications, so 
there is no tendency on their part to 
overorder.” “Our present backlog 
of unfilled orders is about double nor- 
mal prewar level. Incoming orders and 
shipments for the month of October were 
practically equal and we believe that 
booking rates may increase in the imme- 
diate future.” . . . “We are behind with 
our reconversion due to strikes and skilled 
labor shortages. There is approximately 
a 50% increase in the backlog of unfilled 
orders on our books as compared with the 
prewar level. New orders for our products 
are coming in faster than shipments are 
being made. However, we hope we will 


870 


ee 


he on a OOday basia for all our produets 
hy January 1, 1040, "Phere is some pyre 
miding gone on but also there is a de 
sive to build up atodks that had to be 
juried in during the period of copper 
shortage,” 


Steel Mrodusers) Strikes Hindering 


Production 


“Our reconversion program ia on ached 
tle but our produgtion program for the 
fulure will be curtailed to some extent 
hecause of delay in obtaining equipment 
we wish to install, Our produetion is 
hampered somewhat by a labor shortage, 
Compared with the years LONG TUN), in 
clisive, our backlog ia much higher, New 
orders are combi in faster than our ship 
ments are being made, and it would cate 
us four to five montha to domplete our 
backlog if no new orders were received, 
There are regulations againal overorder 
ing in our line of business, However, many 
lines of industry which we serve have 
muoh laren production plans than before 
the war” "The olief delay in vw 
conversion in our inability to hive work 
ord, Atvikes have also been a big faetor 
in delaying reoonversion, AL the present 
tine the coal atvile hae vedioed our oper 
aliona about 40%, We also anticipate a 
general aleel atvike in the near future 
Our present backlog is many tines larger 
than it ever wae in normal times, Also, 
new ordete ave combig in faster than alip 
niente, Tt ia our belief that customers 
are keeping on thelr books aleel whieh 
had been ordered for war puposes,” 

"Cancellation of ilena in proces had 
londed to clutter ap our plant and greatly 
reduce our shipments, Termination pre 
cecires are going forward as fast aa could 
he expected but not ao fast as we had 
hoped, Also, our operations are bein 
interfered with by strikes and wor 
stoppages in some of our duatoners’ 
planta, Thooming orders ave belind ship 
ments, and we are whittling inte our 
backlog” 5. . “We have had no recon 
verdion problem, bub the present eondi 
tion of strikes ti this country is beginning 
to interfere with our supply of raw ma 
tevinla, We believe there haa been con 
slilerable overoridering by some of our 
oustomers) and they have probably or 
dered the same material from other sap 
pliera in order to be sure toa get i” 

“Current produation ja on sehedule fow a 
month and a half after Vel day, Our 
weaent backlog of wifilled orders on our 
woke ia faly compared with the nornal 
prewar level, New orders for our regular 
prodieta are nol coming in faster than 
alipments are belag nade” 


METAL, MANUPAG) TOU IOGIOS 


Alvovalty Ave Tehind Sohedule 


"We are running approximately a week 
behind schedule in our recanversion due 
to the tine required for termination and 
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reconversion and a seareily of component 
parla, Our present backlog of unfilled 
orders is about three times greater than 
ihe normal prewar level, New orders are 
comiig io faster than shipments are being 
made and it will be possibly sixty days 
before production is able to cul into our 
backlog, We have not noticed any ten» 
deney on the part of our customers to 
overonder,” 


Automotive Equipments 
and Strikes 


"Our current produetion ia at least 
seven or eight weeks behind our schede 
wled performance, Previous to eight 
weeks ago, our eivillan production was 
laguing due to priee control in the orig 
inal equipment fleld, This obstacle has 
now been removed but we encountered a 
strike seven weeks ago whieh ix still in 
prodeda and moat of our factories are at 
a slandatill, We have been accepting ore 
ders on & basis of what we could make 
rather than how much business waa avail 
able, Our replacement business ia cure 
rently running about 40% ahead of pre 
war levels and our original equipment 
business ls on an ‘allocation’ bash, Tt is 
doubtful that we will be able to ship on a 
current bagle in leas than six months’ time 
and perhaps more, Our veplacement cuss 
tomers overordered during the first part 
of the year and we are currently watch 
ing thelr inventories much more closely,” 

"Our production ia slightly behind 
seheduled performance because of a slight 
delay and ved-tape procedure in contract 
lovminations, Government controls are 
not affeeting ua now, but unless prices can 
he satus within the next six months, 
they may affeet our program, We are 
short about 600 men at our plants, The 
slrikes, work stoppages and threatened 
labor Unresat ave great contributing factors 
io the delay, The present backlog of une 
filled ordera la slightly higher than our 
normal prewar level, In most of our 
prodiets, orders are coming in faster than 
shipments are being made, owing princl- 
pally to the labor situation and to the 
fact that we are not getting full value 
for the labor dollar, We do nol see any 
londeney developing toward overorder- 
ing, tlowever, we believe that because 
of the unsettled labor situation orders are 
dhiplionted for certain itema” . . . “Our 
current production ia behind schedule due 
to our inability to get material to eon. 
struct a new building, Our total produce 
tion in controlled by the amount of steel 
we oan get, Apparently this asltuation 
will not improve this year, Our present 
backlog of votilled orders is 100% above 
our normal prewar level, In regard to 
new orders, ateikes and shortages of ma- 
tovial have wo delayed production for our 
ouatomers that we shall be able to fll all 
part order from this point forward,” 

"Our backlog of unfilled orders ia slight. 
ly Nigher than the normal prewar level, 
Shipments of a good many of our autos 


Slowdowns 
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motive orders are delayed owing to the 
labor situation in Detroit, but on all other 
produets we are shipping faster than or- 
ders ave being received,” . , . “Although 
we ave a little bit ahead of our planned 
reconversion schedule, nevertheless strikes 
in suppliers’ plants and questions of price 
are not helping the situation any,” .. . 
“Our current production and reconversion 
is way ahead of scheduled performance. 
Any lag in production is owing to labor 
shortage, Rumors of impending strikes 
are also an employment retardant, Our 
backlog of unfilled orders is about three 
times the prewar level, and new orders 
are coming in faster than shipments are 
being =e T'wo to three months will 
he required to cut into our increasing 
backlog, A few isolated cases of over- 
ordering have appeared,” 


Hootaieal Equipment: No Overorder- 
ng 


“Our current production is behind 
scheduled performance with labor short- 
ages the principal difficulty, Government 
controls on prices are causing difficulty 
principally on those items which in peace- 
time were ‘marginal’ items, The scarcity 
of vaw materials is delaying production in 
some instances, Our present backlog of 
unfilled orders is approximately two to 
three times the normal prewar level, Ap- 
geen: pad eight to twelve months will 
© required before we are able to cut 
into the increasing backlogs of unfilled 
orders, We see no tendency on the part 
of our customers to overorder,” 

“Operations requiring a great amount of 
processing are behind scheduled perform- 
ance largely due to the filling of the pipe 
line with civilian goods, with the hold-ups 
that have occurred, with scarcities of raw 
materials, labor shortage during the first 
four or five weeks after V-Jd day, clear- 
ance of plant of some termination prod- 
ucts, and expected machine shutdowns 
for major repairs and overhauling that 
were not always possible in the press of 
wartime production, Our present backlog 
ia about equal to our prewar level, New 
orders are about balancing shipments. 
We have suspected some tendency among 
wholesalers of overordering, which has 
been borne out by some of them holding 
up orders recently, but a check conducted 
through our sales offices indicates that this 
is not a general condition.” . . . “Our 
current production is behind our sched- 
uled performance due to disappointments 
in deliveries of sheet steel, We figure that 
it will take us from twelve to fifteen weeks 
to regain our normal prewar relation be- 
tween production and new orders, No ten- 
deney toward overordering on the part 
of our customers has as yet developed.” 

“Our production and reconversion is 
considerably behind what we hoped it 
would be at this time owing to rearrange- 
ment at the plant, government control on 
priotsi some scarcity of raw materials, 
wit primarily labor shortage, It will prob- 
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ably be six or seven months before we 
can even hope to start reducing our back- 
log.” . “The two factors hindering 
production at the present time are a con- 
tinual shortage of labor and shortages of 
raw materials and finished components 
caused by work stoppages in suppliers’ 
plants. Our present backlog is approxi- 
mately twice that of our best prewar year, 
and while the total backlog is decreasing 
at the present time, the backlog of civil- 
ian orders will not begin to get smaller 
until probably the first quarter of 1946.” 

“Our plans for reconversion are mov- 
ing forward according to schedule. There 
are indications at the moment, however, 
that we shall not be able to realize our 
projected production schedules because of 
material shortages brought about by 
labor disturbances in supplier or’ basic 
industries.” . “We are practically 
up to schedule on reconversion. Our 
greatest difficulties are labor shortage and 
a recent work stoppage for two days 
because of a controversy over some 
needed reprimands occasioned by de- 
structive treatment of some of our fac- 
tory equipment.” 


Industrial Machinery: Backlogs above 
Prewar 


“We have no reconversion problem, but 
we have a big production problem and our 
current’ production is definitely behind 
our schedule. The delay which we are ex- 
periencing is owing principally to our in- 
ability to add a competent group of 
mechanics to our working force fast 
enough. We are also having difficulties 
in obtaining the raw materials which we 
require fast enough, This is particularly 
true of iron castings. Our current back- 
log of unfilled machinery orders is ab- 
solutely unprecedented. New orders are 
being received far faster than we can ef- 
fect shipments. We feel quite sure that 
many of our customers have ordered in 
excess of what they will later discover to 
be their actual requirements.” . “Our 

resent production is substantially be- 

ind our schedule. We are suffering seri- 
ously from a labor shortage which is as 
acute as at any time during the war. 
Strikes have also interfered with produc- 
tion at two of our plants. It is impos- 
sible for us to forecast how long under 
— conditions it will be before our 

cklog shows a substantial reduction. 
All orders are scanned very carefully be- 
fore being accepted, and, as far as we can 
tell, there is little tendency for our cus- 
tomers to place orders with us for ma- 
chinery that they do not require for their 
own immediate purposes.” . . . “The 
major causes for a lag of production 
behind scheduled performance are: (1) the 
problem of breaking men in on peacetime 
work, (2) shortages of raw material, par- 
ticularly cast iron and certain sizes of 
steel, and (8) the lack of certain equip- 
ment which is on order but has not yet 


arrived.” . . “Our current production 
is somewhat behind our scheduled per- 
formance because of delay in termination 
procedures and labor shortage. Our pres- 
ent backlog compares favorably with nor- 
mal prewar levels. New orders are being 
received in about the same volume as or- 
ders are being shipped.” . . . “Our pro- 
duction is running at one and one-half 
times 1941 production. However, we had 
a large backlog of orders which we must 
catch up on before we get up to present 
production. Our deliveries will be tight 
until a new building is completed about 
the first of February, 1946.” . ; = Qur 
current production is behind scheduled 
performance owing partly to too much 
holiday spirit, general letdown now that 
the war is over, and the disturbing activi- 
ties of the UAW-CIO during the past 
several months. Our present backlog of 
unfilled orders is six to eight times the 
normal peacetime backlog at this season 
of the year. We believe it will be four to 
six months before we will be able to cut 
into the increasing backlog importantly.” 
“Our current production is running 
about 10% to 20% behind schedule due 
to slow materials and a shortage of en- 
gineers. Strikes and work stoppages else- 
where are beginning to affect our supplies 
and to reduce forward planning.” . 
“Production is slightly behind schedule 
due to strikes and work stoppages. Our 
backlog at the present time is approxi- 
mately 50% greater than the normal pre- 
war level. New orders are being received 
at about the same rate as shipments are 
being made.” “Government con- 
trols, scarcity of raw materials, lack of 
draftsmen and engineers and strikes and 
work stoppages have delayed our produc- 
tion. Backlogs are now about double 
the prewar level, and it will be perhaps 
six months before we will be able to start 
reducing the backlog.” . “We had no 
reconversion problem, almost our entire 
plant was on our standard equipment 
when the war ended.” . . “Reconver- 
sion is lagging because we cannot manu- 
facture enough gray iron castings to load 
our machine tools, nor can we buy them 
on the ‘outside. Literally speaking, there 
is no backlog of unfilled orders on our 
books at present. This is because it is 
not possible for us to accept orders.” 
“Scarcity of raw materials has had only 
a slight effect on our production. Labor 
shortages in our suppliers’ plants, and also 
in our own have seriously impeded our 
production. Strikes in plants of our sup- 
pliers have been quite serious; work stop- 
pages at our own plant have been minor, 
but the over-all manpower problem we 
consider the most important bottleneck to 
increased production.” . “Reconversion 
has been about on schedule up to the 
present, but a tendency to lag is show- 
ing up now. This is due to delay in ter- 
mination procedure and clearance of plant 
and to a labor shortage. Backlogs of un- 
filled orders on our books are slightly 


more than double the normal prewar level, 
and it will be at least one year before pro- 
duction will be able to begin to reduce 
this backlog.” “The only factor 
which may slow down our operations is 
our inability to get price relief from OPA.” 


Machine Tools: Unsatisfactory Labor 
Situation 


“We have had no reconversion prob- 
lem as such but our planned production 
schedule is not being met because of lack 
of manpower. In addition, we have ex- 
perienced considerable labor unrest. Al- 
though there have been no actual work 
stoppages, production in various depart- 
ments has tended to slow down. Gener- 
ally speaking, our present back-order list. 
is two to three times as great as in years 
preceding the war. New orders are com- 
ing in in considerably greater volume than 
shipments are being made. We have seen 
nothing to indicate a tendency on the 
part of our customers or our agents to 
overorder.” . “We believe the most 
depressing influence on reconversion and 
increased production is the clouded labor 
picture throughout the country. Our 
backlog of unfilled orders has been drop- 
ping steadily, but is still appreciably 
higher than our normal prewar level. Our 
shipments have been somewhat greater 
than our incoming orders. We hope in- 
coming orders will increase soon so that 
we shall not be obliged to lay off many 
of our people.” . . . “Our production is 
decidedly lagging owing to general labor 
unrest. We have an incentive system, but 
in spite of this our production is falling 
off very much, partly because of termina- 
tion proceedings, as some cancellations in- 
terfere with the progress of work and un- 
balance our shop. Business is coming in 
in about the same proportion as our ship- 
ments are going out.” 

Output of reconversion equipment lags 
because of strikes and work stoppages, par- 
ticularly in foundries furnishing our cast- 
ings.” . “Orders are coming in faster 
than shipments are being made principally 
because we are unable to get materials and 
parts to complete shipments of machines 
now on the floor.” . “Our reconversion 
schedule is right up to date as we had very 
little of a problem. Our production is lag- 
ging for the want of men—it is very diffi- 
cult to secure enough skilled labor at this 
time. The principal difficulties we see in 
the future are labor shortages and strikes, 
and in addition the selling price level which 
is too low. New orders have declined 
quite sharply in the last two months. At 
the present time we have a_ backlog 
sufficient to last for about seven months 
at our present rate of production, and, 
of course, a fair amount of business 
is coming in regularly.” . “All judg- 
ments and decisions regarding orders now 
on hand and expected must be qualified by 
us due to a long standing slowdown in our 
factory which recently climaxed in a walk- 
out strike. The backlog of our orders has 
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remained unhealthfully constant. Another 
factor seriously affecting us is the paying 
of large cash amounts to the United States 
Treasury, which has held up our program 
of new machine-tool purchases.” 


Office Equipment: 
rials 


Scarcity of Mate- 


“We are not producing as many of our 
standard units as we had hoped mainly 
due to inability to obtain materials. Pure- 
ly as a guess, I think it will be the first 
of the year before we can hope to obtain 
material in a normal fashion. There is also 
a reluctance on the part of labor to accept 
a job when they have a relatively high rate 
of unemployment pay. Our present back- 
log of unfilled orders is the greatest in our 
history. We have just about been able 
to meet regular orders with shipments. 
We thought there might be some over- 
ordering on the part of our customers but 
a rather extensive search fails to show such 
to be the case.” 

“Production lags because of confused 
price situation, scarcity of raw materials, 
some labor shortage, and a work stoppage 
of ten days’ duration. It is my personal 
opinion that the OPA price policy is a 
deterrent to full and normal production. 
Our backlog of unfilled orders compares 
favorably with normal prewar levels, but 
many of these unfilled orders are not con- 
sidered firm orders, and no definite answer 
can be given to this situation until we are 
reconverted and can announce prices and 
availability to deliver our regular prod- 
ucts. Practically no shipments are being 
made at the present time but we expect to 
be in production and in position to ship 
within sixty days.” . . . “We have no re- 
conversion problem. However, we find the 
average production or efficiency of the in- 
dividual has been greatly reduced since 
prewar days. There is a very acute short- 
age of skilled labor in our industry due 
to the breakdown of the apprenticeship 
procedure duirng the war. Under the 
present rate of production, it looks as 
though it will be many, many months— 
probably five or six—before we can cut 
very deeply into our backlog of unfilled 
orders.” . . . “We have not had recon- 
version problems in the sense of physical 
reconversion, but we are suffering from 
severe manpower problems.” 

“Reconversion is behind schedule about 
a month owing to our inability to secure 
materials and to get disposition from RFC 
of aircraft material now in our plant. We 
have been able to make no progress on 
upward revision of prices to cover sub- 
stantial increases in cost. Our backlog 
of unfilled orders is somewhat lower than 
our normal prewar level. However, this 
is rapidly being corrected. New orders 
are coming in faster than shipments are 
being made, owing to the fact that our 
plant has not operated since V-J day.” 

“Our production is about on schedule. 
We have about twenty times as many un- 


filled orders on hand as in normal years. 
We estimate that it will be about six 
months before our production will cut 
into the increasing backlog of unfilled 
orders.” 


Other Metal Manufactures: Produc- 
tion and Reconversion Lagging 


“Production and reconversion are be- 
hind scheduled performance. Our opinion 
is that this situation is generally true 
throughout industry and is the result of 
the failure of the government to take a 
firm stand on civilian reconversion policies 
and of restrictive pricing by the OPA. Ad- 
ditional factors which are entering into 
the delay in our reconversion are scarcity 
of raw materials, strikes and work stop- 
pages, and the general hesitation of indus- 
try to take important expansion moves 
until such times as the factors controlling 
such moves become more favorable. Our 
present backlog of unfilled orders is slight- 
ly higher than our normal prewar level. 
New orders for our regular products are 
coming in faster than shipments can be 
made. Orders which are being received 
are normal in relation to the stock depre- 
ciations which have taken place during the 
war period.” . . . “Clearance of plants, 
government controls on prices, scarcity of 
raw materials, and labor shortage are 
causing a lag in reconversion and produc- 
tion. We do not have a sizable backlog 
of unfilled orders on hand inasmuch as 
our company has refrained from soliciting 
orders from our customers. We believe 
the most equitable way to distribute our 
merchandise at the present time is on an 
allocation basis.” 

“Output is somewhat behind possibili- 
ties. This condition can only be cured by 
the removal of government-owned equip- 
ment which in our case has been some- 
what slow but is now progressing nicely. 
The present backlog of unfilled orders is 
more than double the normal prewar level. 
New orders are being received faster than 
shipments are being made. However, 
some months ago we anticipated this 
condition, and placed orders for special 
machinery which we expect to receive by 
the first of the year. With this machinery, 
we will be able to more than double our 
production.” . . . “We are behind in 
our scheduled production, This has been 
caused, in part, by a shortage of skilled 
workers, and, in part, by unemployment 
compensation. Our backlog of unfilled 
orders is 300% over the normal prewar 
level. New orders are not coming in 
faster than shipments.” . . . “Owing to 
decreased production during the summer 
months caused by vacations and labor 
shortage, new orders have exceeded ship- 
ments, thus further increasing our back- 
log. However, we believe that our pro- 
duction and shipments will be substan- 
tially increased during the current month.” 

“Customers would definitely overorder 
if permitted.” . . . “Delays in termina- 
tions, a shortage of engineers and tool- 


makers, and the fact that some materials 
which are needed are not available have 
caused our production to fall behind sched- 
ule.” . . . “All our war business was can- 
celed within forty-eight hours after V-J 
day. Our plants had been ready for such 
a situation, and the time lag between the 
cessation of production on war work and 
the beginning of peacetime operations 
was taken up by housekeeping problems 
and the rearrangement of certain of our 
equipment. Now we have only one prob- 
lem facing us, and that is lack of material 
for our peacetime products. There is 
much uncertainty in this respect, and 
frankly, we are marking time with a 
much reduced force. Up until now we 
have not accepted or solicited orders from 
our customers. We have been in touch 
with them, advising them that they will 
get their share of our first production 
based on their purchases from us prior 
to the war.” . . . “Production is about 
on schedule. Our present backlog of or- 
ders is above prewar levels now but we 
expect it will be normal in about thirty 
days.” . . . “Production is on schedule 
and our backlog represents about 120 
days’ business. This would be a healthy 
‘normal’ if it represented orders fairly 
well scheduled over that period. Unfor- 
tunately, most of these orders are wanted 
immediately to fill up the inventories of 
our dealer customers. I would not call 
this overordering on their part, but it 
might grow into that if the pressure keeps 
up.” . . . “Our reconversion is ahead of 
what we thought we could accomplish, 
and our backlog compares very favorably 
with our normal level. However, orders 
are coming in faster than shipments are 
being made and it is impossible to esti- 
mate how long before our production will 
be able to lower the backlog as we are 
suffering a tight situation in a number of 
items of raw material. Also, in certain 
sections, we have not as yet been able to 
get sufficient labor although our labor 
situation as a whole in regard to quantity 
of labor is not bad.” 


OTHER MANUFACTURES 


Chemicals: 
Schedule 


“Our current production is about equal 
to that scheduled on V-J day. We still feel 
the effect of the labor shortage and have 
not been able to reduce the work week 
to forty hours in other than a few of our 
plants. New orders for our products are 
coming in at about the same rate as ship- 
ments are being made. There is no evi- 
dence that our customers are building up 
their inventories or their orders on our 
books to an unjustifiable extent.” 

“Our current production is about on 
schedule. In three of our divisions we have 
substantial unfilled orders. We would be 
surprised if this condition continues be- 
yond the turn of the year, however, when 
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new plant facilities should enable us to 
catch up with our orders. In most divi- 
sions, new orders are not coming in faster 
than shipments. We see no tendency de- 
veloping toward overordering on the part 
of our customers.” . . . “Our company 
will be very little affected by reconversion, 
inasmuch as we sell the greater part of our 
output on yearly contracts.” . . . “Cur- 
rent production is about as planned, but 
we could be much more advanced except 
for our inability to obtain raw materials. 
New orders are coming in faster than 
shipments are being made and it will be 
at least six months and possibly on towards 
a year before we can begin to cut into our 
backlog.” . . . “Readjustment to peace- 
time conditions is being forced into an 
unknown pattern by agencies over which 
we have no control. In a minor way, scar- 
city of raw materials and labor shortages 
are affecting production levels in certain 
departments, but the net effect is so small 
that on an over-all basis we cannot say 
our production is lagging in any way. 
We are able to make shipments of about 
60% of our dollar volume as soon as the 
orders come in. As to the other 40%, 
it seems likely that we will not have made 
any substantial reduction in the backlog 
for three or four months. We think some 
of our customers are overordering, but 
that the majority are ordering only on 
the basis of actual needs.” . . . “Our cur- 
rent production is behind our expected 
performance for a month and a half after 
V-J day, owing primarily to strikes and 
work stoppages in the industries which 
we supply. In another line we have been 
delayed in reconverting due to scarcity of 
raw materials. We have been delayed on 
the introduction to the market of new 
products due to government controls on 
prices. Because of the strike situation and 
the OPA, we do not feel very optimistic 
about accomplishing our planned recon- 
version schedule. We are now three weeks 
behind and it looks as if it might be as 
much as three months before we could 
hope to be back on schedule.” 


Food Products: Orders Controlled 


“Production and sales are being held 
back almost entirely by scarcities of raw 
materials and by a strike at one of our 
principal plants. We have no backlog of 
unfilled orders because we do not take or- 
ders that we cannot fill within the custom- 
ary delivery period.” . . . “Reconversion 
is not and never has been any problem in 
this business. Production is somewhat 
low because of short receipts. Govern- 
ment controls cause some hindrance but 
are not the major trouble at this time. 
Labor is short, raw materials and supplies 
are short. We are not able to take care 
of the orders which, in our opinion, are 
greater than the prewar level. We believe 
there is some tendency among customers 
to overorder; however, all customers are on 
a quota basis.” . . . “Production has lag- 


ged slightly because of labor shortage, 
even though we are paying the highest 
wages in our labor area of any industry. 
Unfilled orders are reasonably normal com- 
pared with prewar. We are finding it hard 
work to make prompt shipment, because of 
government demands. The trade is not 
overordering.” . . . “Current production 
is far behind schedule from scarcity of raw 
materials. Unfilled orders are far above 
prewar levels. When raw materials be- 
come fully available, we should be able 
to meet the demand within two months, 
and then continue on an even basis. When 
materials are freely available it is likely 
that the customer will overorder tem- 
porarily.” . . . “Our production is a little 
behind schedule because we have a defi- 
nite labor shortage and have been unable 
to obtain building material for plant en- 
largement. It will be about ten months be- 
fore production is able to catch up with 
orders. We do not see a tendency on the 
part of our customers to overorder. We 
believe that the present flood of orders is 
owing to a more general acceptance of 
merchandise that we sell.” . . . “Produc- 
tion is seasonably short, but reconversion, 
such as is needed in this industry, is proba- 
bly about on schedule. New equipment, 
which will be rather slow in production, 
is badly needed by the industry. There 
is probably little or no overordering on 
the part of customers, although there is a 
tendency to build up stocks based to 
some extent upon the expectation of re- 
laxation or elimination of price controls.” 


Leather and Shoes: On Quota 


“Production is running according to 
schedule. Incoming orders are in excess 
of production and it may be twelve to 
eighteen months, perhaps longer, before 
conditions anywhere approaching normal 
will be attained. With stocks in stores 
critically low there can be no overbuying 
under present conditions, since we are 
still operating on a quota system and will 
continue to allocate production for the 
first six months of 1946 and longer if re- 
lations between supply and demand are 
not substantially better than they are 
today.” . . “Our production schedule 
is about on time so far as our plans fol- 
lowing V-J day are concerned. Orders 
are coming in faster than shipments are 
being made although we are regulating our 
orders by quota system, thus prevent- 
ing any large quantity of unfilled orders 
on hand.” . . . “We had no reconversion 
problem. Actually, our production has 
increased in the last several months. 
While we would like to accelerate our pro- 
duction, we are limited by scarcity of 
raw materials and a tight labor supply, 
primarily among women operators. We 
are controlling our backlog of unfilled or- 
ders by rationing our complete produc- 
tion.” . . . “Our production is just about 
‘on the nose’ with that scheduled. If and 
when raw material is available in larger 
supply, it will probably be stepped up. 


Our backlog of unfilled orders is some- 
what less than the normal prewar level, 
and in all probability will continue so 
for some indefinite period, being an ad- 
justment of sales policy during these more 
or less chaotic conditions. New orders 
are available faster than shipments can be 
made, but we are trying to parallel orders 
and shipments. There is definitely a will- 
ingness on the part of our customers to 
overorder, but because of the foregoing, 
it is being taken care of.” . . . “We are 
behind our schedule in performance, as a 
result of our inability to secure certain 
help in bottle-neck positions.” 


Lumber and Wood Products: 
Unrest 


Labor 


“Our current production is way behind 
schedule. At the moment, we are a good 
six weeks behind the point estimated for 
this time at V-J day. Production is lagging 
entirely because of the labor situation. 
Workers are simply not applying for jobs 
despite our offering to pay 25% to 30% 
above prewar rates. We have on the pay- 
roll about one third the number of work- 
ers we could employ right now. Obvi- 
ously, accumulated wartime savings plus 
unemployment insurance benefits are de- 
laying the return of workers. We feel, 
however, that as soon as cold weather sets 
in and the holiday spirit diminishes, the 
situation will be greatly improved. Our 
present backlog of unfilled orders is per- 
haps two or three times larger than the 
normal prewar level. If we accepted new 
orders for our regular products, they 
would certainly be coming in faster than 
shipments. At the present rate, it will 
take us three to four months before we 
can begin to get our backlog of unfilled 
orders moving. If we were in a position 
to accept orders from customers, I am 
sure there would be a great amount of 
overordering.” . . . “The lumber indus- 
try, plywood industry, and the general 
woodworking industry have no real re- 
conversion problems as far as plant change- 
overs or new products are concerned. Pro- 
duction in all our plants is lagging because 
of labor unrest. One plant is shut down 
on account of strikes. We are threatened 
with jurisdictional disputes. We are start- 
ing the construction of new plants for the 
manufacture of products from waste ma- 
terials.” 


Paper: Quality Improvements Limit- 
ing Overordering 


“Inasmuch as we have no reconversion 
problem, our production performance re- 
mains stable and just as expected. Our 
present backlog of unfilled orders amounts 
to about three months’ production. Our 
normal prewar backlog was about thirty 
days. We doubt very much if there will 
be any decrease in the backlog for at 
least a year. Our policy in scheduling 
orders on an allotment basis prevents a 
good deal of overordering by our custom- 
ers. Another deterrent is that the quality 
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of our products is constantly being im- 
proved due to relaxation of certain gov- 
ernment controls, and merchants naturally 
would hesitate to stock up war-quality 
papers even if they could.” . nour 
production is on schedule. The only drag 
is a continuing scarcity of some raw ma- 
terials and shortage of manpower. Unfilled 
orders on our books are approximately 
double the minimum prewar level. Any 
decrease in incoming orders would reduce 
our backlog and eventually our produc- 
tion. We have seen no tendency toward 
overordering by our customers. In fact, 
a general spirit of caution seems to pervade 
all purchasing. This is partly because 
quality, which deteriorated seriously dur- 
ing the war, is gradually returning and 
partly because of the extreme uncertainty 
of business in the next six to nine months.” 

“There may be some duplication of or- 
ders where customers cannot obtain de- 
liveries from customary sources but the 
amount is small and an insignificant fac- 
tor.” . . . “Our current production and 
such reconversion as is necessary is sub- 
stantially as we had scheduled it before 
V-J day. We continue to face labor short- 
age, but this was taken into account in 
our production schedules. There is a 
marked tendency toward overordering by 
customers. It has been necessary for us 
to allocate our production among cus- 
tomers for a long time.” 

“Qutput is not normal due first to a 
shortage of labor and second to our inabil- 
ity to secure sufficient raw materials. We 
are obliged to accept orders from our regu- 
lar customers only, based on prewar pur- 
chases. We believe customers are attempt- 
ing to place orders only for their imme- 
diate needs.” . . “The nature of our 
business did not make it necessary for us 
to convert any of our production. It will 
take us many months before we will be able 
to cut into the backlog of unfilled 
orders.” . .““We believe that our pro- 
duction is behind schedule mainly because 
of a lack of experienced help. Our back- 
log of unfilled orders is much heavier than 
prewar or normal, at least by 25% to 
30%. We anticipate it will be three or 
four months before we will be able to cut 
into the increasing backlog.” . . . “Our 
production is limited by the amount of 
raw material we can get, and with revoca- 
tion of government orders affecting the 
supply of this raw material on October 1, 
we expect to be at productive capacity 
between the middle of October and No- 
vember 1.” 


Textiles: 


Prices Seen Hindering Pro- 
duction 


“Among the hindrances to increased pro- 
duction, we would particularly mention 
the continuation of price control. This 
control definitely limits the number of 
items that we can manufacture. In most 
of our lines there is ample evidence of a 
substantial demand. To satisfy this de- 


mand completely would require more than 
we are able to produce currently. We, 
therefore, limit the volume of orders which 
we will accept. We do not think that 
there is at present any definite tendency 
toward overordering inasmuch as consum- 
ers’ and dealers’ stocks of our products 
are still low for the most part.” . . . “For- 
tunately, our company does not have many 
reconversion problems and our current 
production is abreast of scheduled per- 
formance. Our greatest handicap is a 
shortage of labor. Our present backlog 
of unfilled orders is heavier than the 
normal prewar level. It will take two to 
three months before our production will 
cut into the increasing backlog of unfilled 
orders. We believe that some of our cus- 
tomers are overordering.” . . . “Current 
production is behind anticipated perform- 
ance primarily because of lack of man- 
power. Unemployment compensation is 
acting as a deterrent to return to normal 
work of former textile operatives. The 
present backlog of unfilled orders is about 
the same as our normal prewar level. New 
orders are still running substantially higher 
than shipments.” 

“Production has not 
in recent weeks for 
the unwillingness of labor to work 
as efficiently as they did _ prewar; 
and the unwillingness of the unemployed to 
go to work. The idle prefer unemploy- 
ment compensation.” . . “Our recon- 
version program is a bit ahead of schedule, 
while current production is a bit behind. 
The principal reason for the lag in produc- 
tion is labor shortage. There is a little 
trouble from bottlenecks which will con- 
tinue until we get our production well 
balanced, but they are of a minor nature. 
It is likely to be around March before 
our shipments cut heavily into the back- 
log of unfilled orders.” . . . “While we 
are on schedule in reconversion, our pro- 
duction is suffering through labor short- 
age. Since we can get all the orders we 
want, we are operating on a policy of 
taking only those which we can _ pro- 
duce.” 

“If labor costs continue to advance 
without compensating changes in price 
ceilings, mass production of low-priced 
articles will be curtailed as the in- 
dustry will perforce have to direct its 
efforts toward producing articles which 
may still be sold at a profit. Production 
is lagging due to a scarcity of raw ma- 
terials, due to labor shortages, mainly as 
the result of absenteeism and due to work 
stoppages caused by strikes.” . . . “Our 
reconversion and production is behind 
schedule from scarcity of raw materials 
and labor shortages in the mill. Our back- 
log of unfilled orders is much larger than 
the normal prewar level. It will be be- 
tween six months and a year before we 
will be able to cut into the increasing back- 
log of unfilled orders. There is no ten- 
dency to overorder by our customers in 


increased much 
two reasons: 


this industry because manufacturers have 
been allocating to their distributors per- 
centage-wise the distribution that they can 
make and this will continue for a good 
many months.” . . . “Production has been 
disappointing since V-J day. The major 
cause of this are labor shortages, absentee- 
ism et cetera. Our present backlog of un- 
filled orders is reasonably comparable to 
normal prewar level. We are not willing 
to book orders too far ahead in view of 
labor and wage uncertainties and OPA 
pricing.” . . . “We have had no specific 
reconversion problem. Our volume of busi- 
ness, for the time being at least, depends 
upon the willingness of the mills to sell 
their goods at present ceilings.” 

“Our production was behind scheduled 
performance for a month and a half after 
V-J day. Workers released from defense 
plants seem content to loaf on their un- 
employment pay. Our present backlog 
of unfilled orders is 100% greater than our 
normal prewar level. New orders are com- 
ing in faster than shipments are being 
made and it will be six months before pro- 


backlog.” 
“As our business is seasonable, we 
have all the orders we will take 


for the spring of 1946. Although our cus- 
tomers are urging us to take orders for 
delivery on to the end of 1946, we are 
refusing unless they are subject to price 
adjustment later on. The uncertainties 
regarding costs and prices for the future 
make this imperative. There is a tendency 
toward overordering by customers in our 
opinion, consequently we have been dis- 
couraging it by refusing to take more than 
we can produce.” . . . “Production is be- 
hind schedule because of government con- 
trols on prices. Unfilled orders on our 
books are at the prewar level. However, 
it would be higher if the mills would 
accept our goods at present OPA 
prices.” 

“We are just about on schedule as our 
reconversion problem is simple. Our pres- 
ent backlog of unfilled orders is about 
double normal. New orders are coming 
in faster than shipments are being made, 
and it is impossible to estimate how long it 
will be before our production is equal to 
the orders. There seems to be no tendency 
toward overordering.” . . . “There is a 
great scarcity of raw material, and also a 
great shortage of labor. It will probably 
be about one year before the manufac- 
turers in our industry can become caught 
up to a state of normalcy with their pro- 
duction and shipments, and only then pro- 
vided raw material and labor are again 
actually forthcoming.” . . . “The present 
backlog of unfilled orders on hand is 
about the same as in normal prewar times, 
since we are taking orders only sixty 
days ahead.” 


Heten A. WINSELMAN 
Ciype L. Rogers 
Division of Business Practices 


Selected Business Indicators 


(Annual Statistics Appear in ‘‘ The Economic Almanac 1945-46,” Page 156) 


1945 1944 Percentage Change 


August, 1945 or ries Ist 9 et 
to 944, to 1944 
Septomiiets 


September August July June orn September, Ist a Months 
Industrial Production 
atAE EES) (Sy sire akeisiccencrewasnc 1935-39=100 ||}p 172 |p 187 Qi1 220 230 - —25 .2 8.5 
Manufacturing (FRB) (S)........ 1935-39=100 ||p 178 |p 195 223 233 246 : 27.6 -9.3 
Durable goods (FRB) (S)....... 1935-39=100 || p 208 |p 243 292 308 342 : -89.2 -14.4 
LBOU Nr tick inbers dca ectisaiehags 000 net tons |p 6,008 |r 5,736 6,987 6,842 7,235 yf -17.0 -8.1 
ROW aces rnp aittiars es arascet 000 net tons 4,227 4,249 4,801 4,605 4,988 5 -15.3 -9.3 
Copper (refined).............- net tons 45,145 69,127 72,995 74,377 88,384 ey f —48.9 —24.2 
Bead (refined) iic..> sr ss aeiee's, net tons 35,923 32,691 40,300 38,626 38,614 9 -7.0 6.7 
Dine Xelah) 2 Sack eee st aals ee net tons 61,600 64,753 65,830 66,607 66,891 .9 -7.9 -13.2 
Glass containers.............. 000 gross n.a 9,296 8,694 8,702 8,692a .9b +6.9¢ +1.0d 
IDOE. hf. baNaads dink capes million bd. ft. n.d. 2,474 2,232 2,530 3,107a .8b —20. 4c -14.1d 
Machine tools!................ 000 dollars p 27,302 32,500 |r 32,504 41,040 35,889 .0 —23.9 16.5 
Machinery (FRB)............ 1935-89=100 |p 250 |p _ 310 369 393 427 4 41.5 -13.7 
Transportation equip.(FRB)...|| 1935-39=100 |p 308 |p 411 581 |r 572 695 mh -55.7 -20.7 
Nondurable — (FRB) (S)...]/ 1985-39=100 ||p 154 |p 157 166 173 168 9 -8.3 -1.0 
MEOUPO RI ce dard’s o's onsve tie crece's 701,000 739,811 | 7672,973 | 7785,945 789,623 2 -11.2 4.3 
DMO ets th tics tothe bid, vie es ahy ate na. |p 48.5 |r 45.6 57.1 52.8a 4b -8.1e +7.2d 
Rayon y: Liana, «ei etcls yale" sa 48.5 |r 60.5 48.6 50.6 44.8 .0 +8.3 +13.3 
Food athrig "ald. (FRB) (8). . .|| 1985-89 = 100 p 141 |p 1388 148 150 146 2 -3.4 -1.5 
Chemicals (FRB) (S)........ 1935-39 = 100 227 |p 265 308 319 307 3 -26.1 -8.6 
Newsprint, North American. . . short tons $54,546 370,945 $54,552 355,120 331,214 4 +7.0 +6.4 
LES ee eee eee tee ak ae 90.2 88.6 80.8 91.2 90.1 8 +0.1 +0.3 
Paperboard os. set ese fo of capacity 91 90 86 96 92 = -1.1 -0.4 
Boots and shoes*........... .-|| thous. of pairs |] e 36,000 | 7 41,536 |r 36,338 |r 43,984 38,514 8 6.5 +5.7 
Cigarettes (small)*............ millions 26,360 28,478 21,815 24,311 20,021 A +81.7 +7.5 
Mining (FRB) (S)............... 1935-39 = 100 135 141 143 144 143 3 -5.6 -0.4 
Bituminous coal.............. 000 net tons || p 46,330 47,800 47,460 1,590 50,480 on -8.2 -7.1 
IATIERTACIEE: 25.6. ses niece sinensis 000 net tons |p 4,613 |r 4,629 4,915 5,634 5,380 co -14.3 -15.6 
Crude petroleum‘............. 000. barrels e 4,435 4,870 4,891] 4,854 4,766 9 6.9 +5.4 
Electric power’. ...........-...--- million kwh 4,024 4,187 4,289 4,336 4,348 9 7.5 -0.9 
RPA MIREPUCTIONS ve cn. cjove citis: ocisisi iow oe 000 dollars 278,262 263,608 257,691 227,298 175,739 6 +58.3 +52.6 
Heavy engineering—Public’........ 000 dollars 16,826 23,740 " $2,298 31,225 24,590 a -31.6 -14.3 
Heavy engineering—Private’....... 000 dollars 41,963 19,052 10,449 16,429 4,890 |} +120.3 | +758.1 +95.1 
‘TD COS ne eee million dollars 5,365 6,398 7,324 7,837 6,998 -16.1 -23.3 -3.0 
Distribution and Trade 
Carloadings, total®................ thousand cars 818.4 815.4 849.4 878.4 884.6 +0.4 7.6 2.2 
Carloadings, miscellaneous*. .. . . thousand cars 347.2 $52.8 378.2 $95.0 403.6 -1.6 -14.0 0.8 
Retail le (NICB) (S)..........- 1985-39 = 100 n.a. 181.0 189.3 178.0 183.1a —4.4b -l.le +3.5d 
ent store sales (S)......... 1935-39 = 100 200 r 200 218 202 187 0 +7.0 +11.7 
Variety store sales (S)............. 1935-89 = 100 n.a. 164.3 170.5 162.0 164.0a -3.6b +0.2e +2.5d 
Rural retail trade (S).............. 1929-31 = 100 n.d. 176.0 192.9 175.2 220. 4a -8.8b | -20.1¢ +8.9d 
Grocery chain store sales (8)*........ 1935-39 = 100 n.d. 173.8 175.1 167.1 183.44 -0.7b -5.2 -3.1d 
Magazine advertising linage........ thous. of lines 4,745 4,124 3,528 3,315 3,992 415.1 +18.9 +13.4 
Commodity Prices 
All commodities (BLS)............ 1926 =100 p 105.2 | p 105.7 105.9 106.1 104.0 0.5 +1.2 +1.6 
RGOWAINRtOTIBIB. 60.6.0 ccielx nace ness 1926 =100 114.8 116.3 117.5 118.2 112.8 -1.3 +1.8 +2.9 
Semimanufactured articles........ 1926 =100 96.5 95.5 95.3 95.4 94.7 +1.0 +1.9 +1.6 
Manufactured products.......... 1926 =100 9 101.7 |p 101.8 101.8 101.8 100.9 0.1 +0.8 +1.0 
Farm products 1926 = 100 124.3 126.9 129.0 130.4 122.7 2.0 +1.3 +3.7 
MAUD Saini .Siaois ties Soom alk wk hes 1926 =100 104.9 106.4 106.9 107.5 104.2 -1.4 +0.7 +0.8 
Sensitive industrial (NICB)®........ 1929=100 96.3 96.3 96.3 96.2 95.0 0 +1.4 +0.6 
Sensitive farm (NICB)®............ 1929=100 128.1 127.3 127.6 127.8 123.3 +0.6 +38.9 +4.4 
Retail prices (NICB)............-. 1926 =100 101.9 102.4 103.0 102.9 100.4 0.5 +1.5 +2.0 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-39 = 100 126.1 117.9 118.4 120.7 100.7 +7.0 425.2 +18.2 
PRMNOREYIRIM sc bsia Sale Hols Se’ Sine oan 1935-39 = 100 128.2 118.9 118.8 121.8 102.6 47.8 +25.0 +17.7 
LUST EIS, OR es Cea a to eee 1985-39 = 100 137.5 130.9 140.1 144.0 98.7 +5.0 +39.3 +33 .3 
MSEINCEEB DES yduyss.\ cee oAelsicaes 0 1935-39 = 100 110.6 107.1 107.9 105.9 91.4 +3.3 +21.0 414.5 
Total no. shares traded N.Y. Stock Ex.|| thousands $1,275 28,565 $1,910 50,398 20,261 +9.5 +54.4 +37 .4 
Corporate bond yields (Moody’s). . .|| per cent 2.85 2.86 2.85 2.87 3.03 0.3 -5.9 -5.6 
Financial Indicators 
Bank debits, outside New York City®|| million dollars $5,721 36,788 $8,286 47,813 36,765 2.9 -2.8 4+4.6 
New capital corporate issues........ 000 dollars 102,926 106,844 211,614 1,352 29,208 $8.7 4252.4 +69.3 
Refunding issues.................. 000 dollars 698,466 335,478 749,921 74,415 400,717 +108.2 +74.3 +151.8 
Comm., industrial and agric. loans®. .|| million dollars 6,097 5,944 5,925 5,876 6,033 +2.6 +1.1 -1.4 


National i income payments......... million dollars n.a. |p 12,744 | 7 13,585 14,397 12,5864 -6.2b +1.3¢ 4+4.7d 
Money in circulation, end of month.|! million dollars || p 27,801 |r 27,685 27,108 26,746 23,794 +0.4 +16.8 +20.4 


SAdjusted for season variation ‘Shipments *Consum) — a consumption measured by tax-paid withdrawals *Excludes reconstructed government shoes included in 
data prior to 1944 ‘Average daily ‘Average weekly ° 7Engineering News-Record—average weekly  ®Grocery and combination chain store sales  %140 centers 
aAugust, 1944 bPercentags ¢ change, July, 1945, to August, ian Ta Mecciters change, August, 1944, to August, 1945 dPercentage change, first 8 months, 1944, to first 8 months, 
1945 eEstimated pPreliminary Revised n.a.Not available 
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Chronicle of Business 


October 


2 Eastern coaL output cut almost one 
half by strikes. Discovery of 1.6 mil- 
lion tons of suGar in Java may ease 
United States supplies. 


3 SFA puts control on sort-coau ship- 
ments as strikes spread. Dealers say 
new AUTOMOBILES ordered now will 
be delivered next spring. THREE- 
WHEELED AUTOMOBILE to go into 
production in next six months. 


4 House Ways and Means Committee 
approves $5.3 billion TAX RELIEF pro- 
gram for individuals and corporations 
in 1946. CIVILIAN PRODUCTION AD- 
MINISTRATION to succeed WPB on 
November 3. LONGSHOREMEN’S STRIKE 
ties up 166 ships in New York. 
FreNncH FuNDs in United States freed 
by Treasury. Navy takes over opera- 
tion of 26 striking oil-producing and 
refining companies. 


5 Krug says steEL industry cannot ab- 
sorb wage increases without price rise. 
Om strikers ordered to return to 
work. WSA says first major INTER- 
COASTAL CARGO movement will begin 
within a month. 


7 SPA places minimum on prices of 
ALUMINUM SCRAP in_ contractors’ 
stocks. Britain plans to buy or char- 
ter 800 to 1,000 LIBERTY SHIPS. 


8 Embargo put on rail EXPORT FREIGHT 
moving to New York area as long- 
shoremen’s strike continues. Most 
set-asides of CANNED FOOD ended. 


9 Krug expects RECONVERSION to be 
completed in late 1946. 


10 Little Inch prenine emptied and 
closed. 


11 SPB sets prospective earnings as basis 
for sale prices of government STEEL 
PLANTS. Makers of RADIO SETS may 
raise prices 1034% to 15%, but re- 
tailers must retain 1942 prices, says 
OPA. Price control suspended on 
STAINLESS STEEL and many botanical 
drugs. 


12 CPA announces five bureaus to aid 
RECONVERSION. UMA eases controls 
on commercial sHiprine; Allied ship- 
ping pool to end March 2, 1946. OPA 
allows 9% rise in producers’ ceiling 
prices for FRACTIONAL HORSEPOWER 
motors. I. G. Farsen industries 
seized by allies. 


14 Labor disputes seriously cut sTEEL 
output. American PETROLEUM offi- 
cials get permission to inspect Euro- 
pean holdings. 

15 Vinson predicts balanced FEDERAL 


BUDGET of $25 billion in two years and 
asks end of excess-profits tax. WPB 


lifts curbs on new HOME CONSTRUC- 
TIoN. WSA sharply cuts TANKER 
FREIGHT RATES on bulk liquid cargoes 
in western hemisphere. BAE expects 
1945 FARM INCOME to set record of 
$20.4 billion. 


16 Snyder estimates demand for DURA- 
BLE HOUSEHOLD Goops equal to two 
years of sales at 1940 rate; CosT AB- 
SORPTION program reafirmed. WLB 
to end most directive orders on Oc- 
tober 22; all work to terminate by 
January 1. WPB says TEXTILE Ma- 
CHINERY ordered now may not be de- 
livered until 1947; raRM MACHINERY 
may be delayed more than a year. 


17 Lewis orders sort-coaL miners back 
to work October 22. OPA issues PRICE 
DECONTROL timetable. Russia signs 
credit agreement for $350 million to 
$400 million LEND-LEASE goods held 
up since V-J day; payment to be 
made in 30 years. Bowles says wide 
PRICE CONTROLS will be held until OPA 
ends on June 30, 1946. 


18 Fifty-seven international AIRLINES 
adopt conference plan to prevent 
rate wars. COTTON TEXTILE pricing 
liberalized to spur clothing output. 
ArrcraFT industry sees 1946 market 
for 40,000 personal planes. United 
States oil companies asked by repre- 
sentatives of Chinese Government to 
develop China’s petroleum resources. 


19 Surplus consumMER cGoops disposal 
transferred to RFC subsidiary, effec- 
tive November 5. Export-Import 
Bank sets up $100 million credit to 
finance corron exports to Europe. 
FEA export contTrou and other 
functions transferred to Commerce 
Department, to be administered by 
new Office of International Trade 
Operations. 


21 War contractors’ TERMINATION COSTS 
allowed as offset against renegotiation. 
State Department to keep BLACKLISTS 
of nationals abroad until mid-1947. 


22 GM President Wilson proposes WORK 
WEEK of 45 or 46 hours, with accom- 
panying boost of 5% to 8% in basic 
WAGE RATE. OPA raises maximum 
basing-point prices for PIG IRON 75 
cents a ton. Western Union to sup- 
plant telegraph wires with RapiIo. 
Government SURPLUS PROPERTY is 
estimated at $32 billion in current 
fiscal year. Senate authorizes special 
committee to study development, use 
and control of ATOMIC ENERGY. 
Smith Committee (House) recom- 
mends major changes in RECONVERSION 
PRICING. 


23 WPB reimposes controls on TIN and 
LEAD scRAP. United States Steel Cor- 
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poration rejects CIO demand for $2 
daily pAy rise. Bowles revises PRICE 
DECONTROL timetable and asks*exten- 
sion of control beyond June 30, 1946. 
United States-owned foreign om RE- 
SERVES nearly equal domestic reserves. 


24 Schwellenbach asks 65-cent MINIMUM 
WAGE, rising ultimately to 75 cents. 
Copper shortage feared in 1946. 


25 OPA gives proFiIT Factors of 2.1% 
to 7.6% in eight industries for price 
adjustments. New TELEVISION camera 
tube picks up scenes in darkness. 


26 ICC postpones effective date of 
FREIGHT-RATE changes to January I, 
1946. 


28 Inventory control put on LUMBER. 
Curbs on foreign supply and trans- 
portation of PETROLEUM PRODUCTS to 
end November 1. 


29 New AuTOMOBILEs not to be rationed. 
Snyder expects little need for PuBLIC 
WORKS and urges speedy reconver- 
sion. Revival of apprentice training 
plan to aid CONSTRUCTION. 


30 Truman favors substantially higher 
WAGEs without price increases. United 
States drafts WORLD TRADE charter. 
SHOE RATIONING ends. Bowles expects 
price controls on AGRICULTURAL COM- 
MoDITIEs to end by May or June; 
pricing of CONSUMER DURABLE GOODS 
revised to “current cost,” rather than 
March, 1942, cost basis. Three new 
MERCHANT FLEETS to be available 
soon for shipping to west coast of 
South America. 


31 Truman’s wage-price policy suspends 
PRICE DECONTROL program for some 
time, say high OPA officials. WPB 
warns publishers to expect 15% cut 
in December NEWSPRINT orders. Gov- 
ernment survey finds annual UNTAXED 
INCOME of $3 billion and untaxed as- 
sets of $15 billion in tax-exempt insti- 
tutions, including labor organizations. 


November 


1 Snyder states Office of War Mobiliza- 
tion and Reconversion will not urge 
price ceilings on NEW RESIDENTIAL 
CONSTRUCTION, but would not oppose 
such legislation by Congress. ICC 
rules that suspended FREIGHT RATE- 
INCREASE order will end six months 
after legal termination of war. Wall- 
ace says industry can raise WAGES 
10% in 1946, manufacturing indus- 
tries 15%, and automobile industry 
another 10% in 1947, without price 
rise; automobile industry disputes 
proposal. SPA adopts new pricing 
policy for CONSUMER Goops to help 
small retailers. 


November, 1945 
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Regional Business Indicators: 


2. Activity in War Production Centers—Building Permits 


EGIONAL business indicators which 
are now becoming available in in- 
creasing number for September, the first 
full month after V-J day, reveal a 
somewhat mixed trend in most leading war 
production centers. As a general rule, 
indicators, such as bank debits, depart- 
ment-store sales, and power sales, which 
reflect current developments, show a down- 
ward tendency, while building permits, 
which measure not so much what is being 
done at the moment as what is planned for 
the future, show in some instances quite 
sharp increases. 


MIXED TRENDS 


Thus, for example, bank debits in the 
Hartford area declined 14.8% from Au- 
gust to September, as compared with an 
average increase of 7.8% between these 
two months during the war years 1940- 
1944, inclusive, and an average decline of 
only 5.4% during the half decade 1935- 
1939. This area, however, shows an Au- 
gust-September increase of 204.5% in 
building permits. This substantial increase 
contrasts with declines of 58.1% and 
37.7% from August to September in 1944 
and 1943 respectively. In 1942, there was 
an increase, but one of only 13.3%. 

Other instances of this type of diver- 
gence among local indicators are found 
in the Albany-Troy-Schenectady, Philadel- 
phia, Mobile, and South Bend-La Porte 
areas. In the first-named district, bank 
debits declined 11.38%, which is rather 
more than average for the war years. In 
the immediate prewar years, September 
was normally a month of rather sharp 
increase in bank debits in this district. 
Yet there was an increase of some 265% 
in building permits which is almost ten 
times the average increase from August 
to September during the previous three 
years. 

In Philadelphia, bank debits declined 
5.2%, which is apparently contrary to the 
normal seasonal change in this district. 
Department store sales rose only 1.9%, 
against an increase of 10.6% in 1944, 
5.1% in 1943 and a decline of 4.8% in 
1942. Building permits, however, were 
up about 110%, as compared with appre- 
ciable declines in the corresponding peri- 


1This is the second of a series of articles undertaking to 
= regional indicators of business activity. ers 


ods during the previous two years and a __ significant increases in building permits in 
gain of only 3.4% in 1942. September include New Haven-Water- 
Other areas which show what may be bury, Buffalo, Hampton Roads, Tulsa, 


Table 1: Bank Debits to Deposit Accounts, Except Interbank Accounts 
by Certain Industrial Areas 


Source: Federal Reserve 
Per Cent Change August to September 
District and Area 
Aver: 
aay 1940-1944 peutic 
Boston Federal Reserve District 
PE see OVCOMALEA: mee len’ te rere Mela cietetestecaroier abi causeesetel om Bi -14.8 7.8 -5.4 
WOShOMarea anes ct: ee et eae ak. -8.9 10.4 0.4 
New Haven—Waterbury area...............2000005- 12.2 4.2 Tet 
COLES es 5 oi dao ORS SEER PIE: to IN eatin een a -0.6 8.5 2.6 
New York Federal Reserve District 
INewswork, CarysAreass tava te vie tet sie wicks aiegze es Ses -2.9 11.4 6.9 
WticAALeas eee? serpent aatrde-s Jabeedans oie 2.2 5.0 0 
BuGala Aven doc cmein viet cee ee eo ITE bak ew eee -3.0 6.3 2.3 
Albany-Troy-Schenectady area.................... -11.3 -10.4 20.0 
Newark—Jersey City Area. .............00 cece eens 2.9 11.6 9.6 
thereat: cetera sales eet ridin See Sects Bee peers -11.2 5.7 4.2 
Philadelphia Federal Reserve District 
PRNSCE hia Aleks chat inee tr lope areca ds b-.0cher se -5.2 8.5 2.6 
PLYGHLOM ADEA eee rarsth ete tess oe ae rd ye crewan thee e 25.2 -15.1 -3.1 
Othenermrites Mame nc ths tases cei ae ete ties Somme eae 4.3 17.8 7.5 
Cleveland Federal Reserve District 
Wleveland) arcaanshas dese bone od saeieas «ots -7.9 8.7 4.1 
BATION LGA ee cheer Sica re aeRey earch eieraie iaiova fait ofenen ae —7.6 5.9 6.3 
Pitfsbimen areas. os sha fa ciek setae a ore houses cles dae -10.1 ih 0.9 
Other tent sey 4-6 crptena fess tee oc tet ea vd Sect oro 3 -3.8 6.1 4.4 
Richmond Federal Reserve District 
Dabiimrore areas tout ele se a o> Deis ees 3.7 4.7 1.1 
Hampton ROBas ile a nits. tess Pigslan gets bat pus lerare bie 8.8 8.6 1.4 
harleston, Se tarea he Pea ah te ne: daytoe cok. -5.1 6.7 21.4 
ChtHer este chistes sere tee ces eee ee len cee acts 0 14.7 7.5 
Atlanta Federal Reserve District 
Mobile-Pascagoula area. sou <5 00) aetie oes ciaca clases -10.6 2.3 15.2 
ORE Fics 2:5 RN ove ane, Foe AMER os bec saitear ata aA -1.3 6.8 6.1 
Kansas City Federal Reserve District 
EP GIS RNCA: ic EE, Sects Ee Gals as hae oS 7.5 6 -3.6 
(8 ie) eRe, ORES 2 REE Bs ee cd ee meat fe 4.4 0.8 
Chicago Federal Reserve District 
Chicagotarea! 2Nin.ci 35 Meets axa tte: ova ee bk 6 5.2 8.5 3.1 
Milwaukee arcateo. 12. Meter. «scan. sree one 0.9 10.0 2.7 
Detrartwares £ Aan: «dene eh «ok Mates os als Ooh Aes ako 6.7 ora -1.9 
Southend srede. 4. . 2 .bee ee soo as 8 web Ae ok | -5.3 7.4 -1.2 
here se Cee a cktcete sisi coke, wicks Genes Bs cab cn eee —1:3 7.6 2.7 
Dallas Federal Reserve District 
Houston-Galveston area......... 0.0.0.0 cece eee cece 1.9 2.9 4.5 
Port Arthur-Beaumont area,...................005 -3.8 7.4 -3.8 
Others rae. 6 5 RAG oe A IE Ss ck Je. 2 11 7.6 
San Francisco Federal Reserve District 
San Francisco Bay, area, 5 99.255 eed... oes 0.7 5.1 Lg 
Los Angelps Arent cite cece 7 aetna antl ee 5 Oe -9.8 -0.3 2.4 
Ban Ditero atedess.;., 3. Stace «5 Mite =. aoe emia ae -11.8 -8.3 -1.3 
Geattle Brea aiden ca. ae tats ooh ee hts acc eames ( -9.9 4.9 3.2 
NERA ALPE Es aug Me Mice x Leysayoh chask Ares Rags aif ariraetPecaat —4.2 6.3 4.8 
RULE pee eel ty ee” eae ae ee = een eee See -11.2 2.9 -9.6 


Note: The figures represent total debits or charges to deposit accounts of individuals, partnerships, corporations, the 
United States Government, and state and local governments, The industrial areas shown are those of the War Production 
Board. The debits for each area are those of the banks within that area so far as they are available for approximately the 
period covered. In some areas they are the total of the debits as reported by several cities within the district; in others 
data are available for only one city. “Other” means the total of debits reported by banks in the “141 cities” series of the 
Federal Reserve not included in the industrial areas separately shown. In a few instances the figures have been adjusted 
to approximate an elimination of the effect of banks added to the reporting list. For earlier figures see the October, 1945, 
issue of The Business Record. 
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TABLE 2: BUILDING PERMIT VALUES 
Source: Dun and Bradstreet 
Thousands of Dollars 
} Charleston, Chicago |Milwaukee] Detroit sat Houston- peat San Fran- Los Seattle Portland- 
Be wah ke Aree Aree | Bee | Ta Dent a eee eee aren [Vee 
Area 
10340 te 8,259 | 2,833 | 9,021 243 | 5,314 577 | 10,732 | 21,706 2,801 | 2,301 
1085 (32.30.02 14,082 | 7,105 | 21,994 574 | 8,181 1,118 | 23,556 | 45,806 4,383 | 3,385 
1986 9%. den: 20,597 | 12,344 | 44,663 | 1,049 | 20,106] 2,118 | 31,305 | 83,897 7,929 | 6,776 
198% 0.3.8 31,142 | 12,094 | 54,542 | 1,473 | 20,465 | 2,342 | 380,971 | 85,730 8,209 | 8,671 
1988 S605 35. < 22,875 | 6,264 | 52,164 | 1,050 | 27,865 | 2,772 | 35,815 | 90,980 9,005 | 6,743 
1989S tee, oe 45,535 | 9,747 | 62,587 | 2,200 | 26,810 | 2,848 | 39,046 | 99,126 14,004 | 9,527 
1940") ee 45,986 | 10,607 | 83,379 | 2,657 | 26,342 | 2,668 | 52,070 | 100,996 28,111 | 10,349 
1O4T eer ee 55,167 | 14,897 | 79,196 | 3,941 | 24,655 | 3,436 | 55,922 | 114,288 35,767 | 14,764 
1942 Ble. 
January..... 5,208 496 | 2,980 268 | 1,670 238 | 1,935! 6,017 1,895 593 
February 2,355 580 | 4,976 152 | 2,554 2,059 | 12,683 2,134 | 1,007 
March?. :.. 8,106 | 1,058 | 8,500 589 | 1,724 1,833 | 8,749 2,069 | 1,072 
Koreans 2,937 | 1,081 | 10,045 521 | 4,968 1,168 | 12,921 1,113 580 
May. te. 4: 3,933 721 | 3,569 373 | 6,508 2,098 | 3,086 3,106 | 1,511 
June. 1,388 986 | 5,008 208 700 1,084 | 2,895 1,630 | 1,029 
dulyee ae 8,261 1,072 | 3,895 252 141 968 | 7,127 788 | 1,255 
August...... 2,082 847 | 3,814 183 213 1,943 | 6,607 7166 | 2,375 
September. . 1,003 | 1,195 | 3,587 167 85 1,410 | 4,690 8,940 | 2,217 
October... .. 2,492 1,072 3,620 63 187 1,230 7,839 952 878 
November. . 898 | 1,013 | 93,491 144 217 1,633 | 1,614 485 399 
December... 910 836 2,745 9 73 438 1,807 10,444 1,292 
TGtals ye... 34,525 56,230 | 2,881 | 19,041 17,750 | 76,032 28,820 | 14,210 
1943 
January..... 771 1,718 16 141 1,264 | 2,653 1,066 | 2,043 
February 495 1,729 9 77 283 | 1,319 536 874 
March...... 442 2,601 26 | 3,653 504 | 2515 1,488 657 
Aprils. tee 1,102 4,553 32 189 1,170 | 1,975 1,055 | 5,362 
May 1,120 4,446 15 557 6,172 | 1,612 839 | 1,198 
June:..... ssi). 629 3,638 76 622 1,270 | 1,523 1,282 | 1,613 
Duly. teas 1,730 2,392 87 660 2,736 | 2,197 4,684 | 1,394 
August...... 3,252 2,818 193 891 1,761 | 4,165 1,750 | 2,724 
September 1,840 2,919 81 745 1,975 | 4,146 1,363 | 1,352 
October... .. 1,755 4,596 lll 482 2,465 5,679 4,209 1,552 
November. . 2,000 3,396 114 454 2,779 | 8,579 2,940 994 
December... 1,569 2,394 18 639 2,556 | 6,118 1,912 | 2,752 
Gales .c 16,705 37,199 837 | 9,060 24,938 | 42,481 23,072 | 22,516 
1944 
January..... 1,541 2,465 605 2,242 | 5,279 1,031 963 
February 2,606 2,839 548 1,889 | 8,532 2,731 730 
March...... 2,501 3,171 603 5,027 | 4,979 1,546 | 1,088 
LSA EER 2,626 2,511 387 1,618 | 8,004 1,244 901 
May 3,270 2,517 932 1,447 | 4,997 1,219 811 
FUMES ase syn 5 3,438 2,781 2,349 2,807 5,325 1,144 474 
SOY. x came 2,224 1,977 845 1,054 9,387 971 381 
August...... 2,863 1,995 700 1,937 | 6,461 1,607 551 
September 2,877 1,573 734 854 | 3,889 715 184 
October... .. 4,689 2,058 1,270 833 | 4,668 1,287 444 
November 3,239 1,384 537 926 4,447 7134 216 
December 2,432 3,223 7129 915 2,616 803 |. 563 
Total...... 34,306 28,494 10,234 21,549 | 68,584 15,082 7,306 
1945 
January..... 1,298 1,836 676 835 | 4,494 1,746 439 
February 2,052 1,486 1,186 1,384 | 2,944 1,455 610 
March...... 2,921 1,775 5,128 2,038 | 3,973 1,567 658 
April........ 2,905 2,113 1,232 2,586 | 4,853 1,919 322 
May tote. 2,136 5,464 4,839 2,008 | 6,105 1,762 904 
June. 3,000 8,747 1,135 2,810 | 7,462 1,835 996 
Fa yon 2.0 8,814 9,630 2,051 2,586 | 8,261 2,066 952 
August...... 6,372 8,528 1,442 2,663 | 9,370 1,375 910 
September 5,404 5,661 2,677 3,345 | 11,040 2,202 | 1,382 


Houston-Galveston, Seattle, and Portland- 
Vancouver. New Haven shows a rather 
marked increase in bank debits, and Port- 
land a moderate increase in department- 
store sales against moderate declines in 


September of 1944, 1943 and 1942. The 
decline in department-store sales in Se- 
attle was smaller than those of 1944 and 
1943, but otherwise there is nothing in 
the department-store sales or bank debits 


of these areas which corresponds in any 
way with the improvement in building 
permits. 

It is well known that building permit 
figures are regularly quite erratic. This is 
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TABLE 2: 


Source: Dun and Bradstreet 


Thousands of Dollars 


BUILDING PERMIT VALUES—Continued 


New | New York Albany- | Newark- 
‘ Ha: - . 
peed | Betet | ae (teees| mula | Sai, bg co 
Area 8 
OO 3,959 | 14,726 3,755 | 85,159 3,637 3,302 5,490 
UC on 7,556 | 19,263 3,037 | 146,408 3,934 4,528 | 10,941 
NOS6.26-.....,.5 8,583 | 23,954 | 4,715 | 221,450 6,255 | 5,573 | 14,885 
Uy ee 12,376 | 34,349 8,588 | 316,072 8,513 6,942 | 12,774 
a on 8,356 | 24,685 6,780 | 380,391 9,682 5,492 9,579 
ROBO ie «5 9,937 | 30,409 | 11,500 | 244,570 12,872 4,364 | 15,832 
ho eee 20,091 | 26,775 | 11,806 | 228,635 6,907 6,572 | 19,528 
ROAD Rove. es 24,107 | 34,891 | 14,384 | 159,462 10,829 7,286 | 21,588 
eA 
January..... 1,183 473 3,031 807 249 634 
February 2,861 903 | 8,365 457 152 833 
March...... 2,909 900 | 8,396 859 302 | 1,152 
1S 7 Se 5,248 | 1,060 | 5,774 1,510 270 | 1,807 
May 628 | 1,582 | 7,723 563 148 900 
i ae 2,047 947 | 4,602 417 165 | 1,112 
BULLY « Sisis'ob 509 403 4,947 671 390 2,825 
August...... 722 497 1,596 623 150 233 
September 810 1,295 2,306 383 161 621 
October... .. 936 781 | 1,605 313 216 659 
November 467 371 916 235 169 1,106 
December 806 | RE 688 __ 136° 143 1,257 
Total...... 19,074 | 9,526 | 49,950 6,475 | 3,114 | 12,634 
1943 
January..... 763 263 558 1,365 36 372 
February. 446 311 5,397 519 56 446 
March...... 7197 571 1,672 311 1,476 624 
1 Sy] Ae 5,676 498 1,225 1,712 80 547 
IU ois, 4 ci 657 514 2,689 207 120 378 
June) J... 618 1,262 1,002 1,243 129 563 
BIEL faves sa:ave 987 946 1,414 538 199 486 
August...... 545 1,456 943 921 155 404 
September 447 670 3,036 1,261 Q14 503 
October... .. 699 356 2,269 413 165 323 
November. . 552 417 2,918 211 719 379 
December... 7193 240 | 1,915 386 59 442 
Matal..<..: 12,981 | 7,503 | 24,989 9,086 | 2,763 | 5,466 
1944 
January..... 619 352 732 396 95 280 
February 467 261 | 3,310 151 14 655 
March...... 559 279 | 7,930 205 15 416 
(aril... 2... 946 196 2,683 157 156 367 
May 735 405 | 12,183 209 166 6138 
June. ....... 795 170 9,485 194 253 466 
‘ae ee 961 489 | 28,065 375 164 988 
August...... 609 454 | 76,547 251 168 468 
September 732 174 | 35,745 210 228 354 
October... .. 942 329 | 60,399 243 332 850 
November 822 190 | 59,292 227 121 697 
December 681 535 | 7,288 118 52 313 
PrOtAL.«&.,-% 3,784 | 308,609 2,736 1,884 6,467 
1945 : 
January..... $44 | 13,525 86 85 334 
February . 124 | 42,562 70 67 186 
March...... 267 | 18,812 219 186 1,298 
(| 236 | 9,190 236 121 491 
Se ae 332 | 11,298 296 150 514 
ee 378 | 12,400 491 174 1,003 
Re 832 8,291 399 186 915 
August...... 369 | 28,484 583 208 | 1,652 
September 727 | 23,656 1,094 7159 892 


Cleveland} Akron | Pittsburgh] Baltimore 
Area Area Area Area 
3,079 960 2,267 
3,883 1,410 5,808 

14,995 2,504 7,484 
11,195 3,498 8,591 
7,204 1,690 | 10,653 
18,305 $,391 | 10,582 
21,874 5,251 | 15,157 
26,086 | 12,421 8,398 
2,575 372 494 
6,191 519 1,257 
2,436 1,235 866 
2,267 1,218 2,529 
1,263 954 513 
949 287 320 
950 4,702 406 
1,313 2,280 356 
2,028 462 183 
1,244 428 299 
906 392 224 
2,349 270 $02 
24,472 | 18,115 7,698 
423, 352 359 
567 923 214 
922 515 255 
1,375 344 156 
1,805 406 296 
1,253 614 308 
1,002 904 135 
2,098 892 187 
1,732 375 1380 
2,310 257 182 
1,011 477 1438 
1,048 1,827 307 
15,044 7,885 2,670 
858 433 264 
1,857 419 205 
1,869 1,069 211 
1,419 554 115 
966 774 216 
2,919 474 244 
1,651 496 227 
1,082 556 234 
524 1,059 521 
1,042 1,250 213 
763 253 236 
779 246 191 
15,729 7,583 2,877 
342 135 716 
711 1,850 129 
654 528 255 
1,006 498 312 
885 595 325 
1,615 641 347 
2,239 194 683 
2,439 677 457 
2,334 548 387 


Note: The industrial areas shown are those of the War Production Board, The building permit values for each area are the totals for the cities within the area so far as available. 
In some areas they include figures for a number of cities; in others data are available for only one city. Annual totals may not equal the sum of the monthly figures due to rounding. 


particularly true of data referring only to 
limited areas. Table 2 well demonstrates 
this erraticism, particularly the month- 
to-month figures. Thus it is seen that in 
the Hartford area monthly permits ranged 


in the year 1942 from a high of $2,904,- 
000 in April to $299,000 in July; in the 
following year, the range was from $1,546,- 
000 in June to $108,000 in December. Per- 
mits during 1944 were, however, uniform- 


ly low, the high for the year being only 
$498,000 in January. Until the middle 
of the year, it was just about the same 
history for 1945. June, July and August, 
however, were all appreciably above any 
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of the early months of 1945, and any of 
1944. The September figure of $2,174,000 
has not been equaled since April, 1942. It 
may, therefore, be significant despite the 
caution suggested by the course of the fig- 
ures in recent years. Similar character- 
istics are shown by the series for the other 
areas already mentioned as having large 
increases in building permits in Septem- 
ber. 
Special caution in the interpretation of 
building permits data at this particular 
time is suggested by the fact that war 
restrictions on building and upon the 
use of many types of materials had been 
removed or were in early prospect of re- 
moval by September. Whether a volume 
of building corresponding to that sug- 
gested by the increase in permits actually 
eventuates will depend upon a number of 
factors not here considered. 

Statistics on residential construction 
contracts awarded as reported by the 
F. W. Dodge Corporation tend definitely 
in a general way at least to support evi- 
dence afforded by building permits con- 
cerning the plans of individuals for the 
early future. Such contracts awarded in 
the thirty-seven states covered by the 
Dodge reports during the first half of Oc- 
tober were between two and two and a 
half times those of the corresponding 
period in 1944. September awards were 
not very far from double those of Septem- 
ber, 1944. This movement, which started 
in the spring, has as yet shown no evi- 
dence of losing momentum. 


OTHER LOCAL INDICATORS 


Further, and in some instances more 
recent, data are available for a few cen- 
ters. These tend to corroborate the indi- 
cators already presented as revealing cur- 
rent developments as distinct from plans 
for the future. The Detroit Board of 
Commerce, for example, has furnished the 
data contained in Table 6. As may be 
seen from Table 3, Detroit is one of the 
war production centers where building 
permits in September are in rather marked 
decline. Bank debits and department 
store sales likewise show a declining ten- 
dency in that area. This general down- 
ward drift is likewise observed in the num- 
ber of passengers carried by the Detroit 
Street Railways, and in water and indus- 
trial power consumed. The figures for the 
latest week available, that ending Octo- 
_ ber 20, reveal no reversal of trend. 

In a few centers, data now available 
show a somewhat more detailed picture 
of the impact of war economy and also 
the pace of reconversion. An example is 
Trenton, New Jersey, where war produc- 
tion appears to have played a less dominat- 


Table 3: Building Permit Values 


Source: 


Dun and Bradstreet 


Per Cent Change August to September 


Area 
Hartford) Sai tees eee 204.5 -58.1 -87.7 1373 
Boston: Si. Sethe Foie te See 16.7 20.2 -18.0 12.2 
New Haven—Waterbury................ 97.0 -61.7 -54.0 160.6 
INew: York’ City... toes canny daieyan eer 0.7 -53.3 222.0 44.5 
Ttica eos ere pasate, Sa -20.0 -97.5 -57 .2 -31.8 
Buffalo reat? oP a..2 seat So ehaccres 87.7 -16.3 36.9 -38.5 
Albany-Troy-Schenectady.............. 264.9 35.7 88.1 7.3 
Newark—Jersey City........-...20c000-% —46.0 24.4 24.5 166.5 
Philadelphians. . caren ae een en 109.6 -31.7 -9.1 3.4 
Cleveland 052% toch. elon er ete ts 4.3 -51.6 -17.4 54.5 
‘Akrons ess oe Sci cunts ate ee -19.1 90.5 -58.0 = fF f 
Pittsburgh... /.sc wae oto tee cs ee te -15.3 122.6 -30.5 62.6 
‘Baltimores,.ct sae oea kee ee -10.1 172.4 -0.1 1,895.7 
Hampton Roads, Mw...- sees. coe eek 82.2 -55.2 42.6 44.3 
Charleston! S. Coe) s-c.qoetee eet as -21.1 111.1 -95.7 100.0 
Mobile: Pies, “Se ee. ooo, eae. cee 148.8 -67.2 1,785.2 —26.0 
Pulsar sets «ceca ees Ie 26.5 ~-17.8 : -37.8 32.8 
Chicagoves... skated isc tee ss ae nee ok -15.2 0.5 43.4 -50.6 
Milwaukee.’ 625 fate seate tees aes -9.1 43.4 49.1 41.1 
Detroit Meer... SE.) 5 eck eee -33.6 —21.2 3.6 -6.0 
South Bend-La Porte................+. 129.1 -82.1 -58.0 -8.7 
Houston-Galveston..................-. 85.6 4.9 -16.4 -60.1 
Port Arthur-Beaumont................. -26 .2 65.2 3515} 27.0 
San Francisco Bayt... <2. deme. cbaee <n 25.6 -55.9 12.2 27.4 
Los Angeles... 3.599... cdots aaske nds 17.8 -89.8 0.5 -29.0 
San’Diegos 26, Jyh: «sok tts ob Aes 22.2 16.8 55.7 101.2 
Seattle8.5 :28n Sees: otis ae ee oe 60.1 -55.5 —22.1 414.4 
Portland—Vancouver............-.-+++: 51.9 66.6 -50.4 -6.7 


Note: The industrial areas used in this table are those of the War Production Board. The building permit values in 
each area are those of the cities within that area so far as they are available. In some areas they are the total of such values 
as reported for several cities; in others data are available for only one city. 


Table 4: Industrial Activity in Trenton as Per Cent of Capacity! 
Source: Trenton Chamber of Commerce 


As of End of Month 


December 


September 
December 


March 
June 
September 
December 


1943 


1944 


aie eh Bee Re Pah ee eae Sec 
September 
October 


Pottery Ties, Geel, Rubber ue eostinr 
91 87 86 85 
81 87 81 85 
70 90 76 85 
61 93 71 85 
60 80 68 81 
64 87 75 73 
72 78 rie 78 
73 17 17 74 
79 74 72 14 
73 V7 74 70 
73 85 73 70 
77 78 73 78 
73 73 75 70 
72 14 79 69 

80 12 70 
80 74 67 
89 76 68 
79 76 68 
79 76 68 
79 81 68 
ae 74 69 
76 15 68 
87 73 66 
87 15 67 
87 74 68 
87 72 69 
83 71 65 
82 68 69 
75 69 69 
75 59 69 
76 62 72 


10n basis of percentage of each concern reporting 


ing role than in a number of other areas. 
Table 4 reflects maintenance of activity 


and even a degree of acceleration through- 
out most of the war period in the iron, 
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Table 5: Department Store Sales 


Source: Federal Reserve 


Per Cent Change August to September 


City 
1945 1944 1943 1942 
Bridgeport! eal ae Wiis Ns la, sl Eat cea +25 .2 +27.4 +17.5 +14.9 
eM OE: GItY 28 costae eiecsnace ace « os +32 .2 +36.9 +46 .7 +43.8 
UVa ee ee, oe. +20.0 +25.3 +21.9 +20.4 
SECTS, a Ml ane ene b R Ailiy eed aa +27.9 +86.6 +47.7 +86.5 
areata lie cer ct tas oe teres, eaicteioes oe +1.9 +10.6 +5.1 4.8 
ESTE CST Ss RR RI Sti” esate ame +2.0 +20.8 0.0 7.4 
(CVSS | Oe nam easel Gan ePaper e -9.3 7.5 -12.3 +2.6 
DSSS Wea Ee a ee ek -8.4 +0.9 -0.5 -1.0 
(OE gaat? Sate ede -0.6 +3.0 -2.1 -2.8 
CUSSION Rica Rees, = eS a ae -0.4 +0.5 +3.9 -0.6 
(LUI ETD 08 ernment etl eae ee -11.2 -7.8 -6.9 +0.3 
pean es act ee Se i arse © ae —29.8 -25.3 —28.8 -10.5 
GL SUE Se ane oe -2.4 -7.5 +0.5 +0.6 
Le aici ea RR” Sein 2.4 -1.0 2.2 +0.6 
LQ CE a a a rn 7 | a ee —4.4 +1.2 41.5 +2.1 
SRDS ap eee Oe +9.1 +17.2 +13.4 +19.4 
ETIME A PICISCO) 5) 10.» 6.51. dbase scene's « Biel sis +4.8 +10.6 +4.6 +7.9 
Oakland-Berkeley*..................... +11.8 +15.2 +12.3 +18.2 
PP MECEMIOU AN 6 5 tisisicieleiaiaiocm <iheae cea 4.9 -8.0 —9.7 +1.0 
“LLUSD TE baa Seen Ia Se, Ne Ate a -17.0 -20.3 —20.2 -10.4 
Dosh SVT Oe Se eS eee. Seer f +4.7 2.4 -11.3 -1.1 


— a are based upon seasonaily adjusted indexes except those for Bridgeport, New York City, Buffalo 
and New: 
1Part of the New Haven-Waterbury area of the WPB 
2Part of the Los Angeles area of the WPB 


8Part of the San Francisco Bay area of the WPB 
4Part of the Seattle area of the WPB 


Table 6: Detroit Weekly Business Factors 
Source: Detroit Board of Commerce 
% Change % Change 
July, 1945, to Sept.—Oct., 1944 
Hactes ‘Sept-Oct. to Sept.-Oct., 
j 19451 1945! 
Passengers carried Detroit Street Railways (working-day 
PCa). 3 a 8 Se ee Bee SRO Gor eeae 9 -5.1 -11.2 
Water consumed (daily average)................0000- -15.7 -10.1 
Gas send-out (Detroit district, weekly average)..... +20.8 6.9 
Initial unemployment claims filed (Wayne County, 
SRREMIV AVETAQE) elie ok vie Evicts sicle tienes waeials 0% weber +258.5 +804.2 
Industria! power sales (Detroit Edison, weekly average). -17.4 -30.1 


1The figures from which the percentage changes were computed are those for the weeks ended in July, on the one hand, 
and those ended in September and the first three weeks ended in October, on the other. 


brass groups. Pottery continued at a 


low level. 


steel and brass industries at the expense 
of the other branches reported. Such post- 
war recovery as is in evidence is found 
chiefly in the rubber and miscellaneous 
industries, although slight improvement in 
September is reported in the iron, steel, and 


Freperick W. Jones 
Antra R. Kopreison 
Division of Business Statistics 


Notes on New Products 


tion called Deetone will control aphids 
and mites as well as the insects killed by 
normal DDT. The selective weed killer, 
called Polon, is recommended for use on 
lawns and golf courses and for weeding 
fields of oats, rye and barley. 


New Chemicals for Crops 


Three new chemicals, a fungicide which 
will control apple scab, a DDT formula- 
tion four times.as effective as DDT pow- 
der, and a selective herbicide for weeding 
large acreages of cereal crops, have been 
announced by the United States Rubber 
Company. The new fungicide, called Phy- 
gon, will also control blight of other fruits 
and vegetables. The new DDT prepara- 


New Machine-tool Control 


The Bullard Company, Bridgeport, has 
developed what it terms a new engineer- 


ing principle in application to machine 
tools. The new machine is said to pro- 
vide an automatic control as versatile as 
manual control, and is an efficient means 
of producing items in mass, in multiples 
or single units. The machine can be 
instantly converted, when desired, to 
manual operation of the same or different 
part without interfering with the auto- 
matic arrangement. 


Waterproofing at Home 


The Socony-Vacuum Oil Company has 
developed a wax emulsion which can be 
added to the rinse water of the family 
wash to provide an easy and economical 
means by which a housewife can make 
clothing, drapes and other textile prod- 
ucts water resistant. During the war it 
was used by the Armed Forces for tent 
duck, blankets, uniforms and other fab- 
rics. It is known as S-V Fabrisec Emul- 
sion, is noniflammable and nontoxic. 


New High-speed Plastic 


A new plastic of cellulose and propionic 
acid for high-speed injection and extru- 
sion molding has been announced by the 
Celanese Corporation of America, New 
York City. It is called Forticel, and has a 
luster requiring little polishing. 


Aluminum Shipping Container 


The Reynolds Metals Company has de- 
signed and built a new-style aluminum 
container which will make possible the 
shipment of a load half the size of a rail- 
road boxcar from any point on earth 
to any other without disturbing the con- 
tents. Truck, rail, water, air or any com- 
bination of these forms of transport could 
be used. The new unit will be tested 
around the country and if it meets expec- 
tations will be put into production. The 
unit is made of strong aircraft aluminum, 
set on a trailer frame and equipped with 
built-in hydraulic jacks and rollers so that 
it will lift itself from one type of trans- 
port to another. Two of the units will fit 
on a railroad car. 


New Frozen-food Container 


A new paper-metal frozen-food contain- 
er that can be used on high-speed filling 
and closing equipment has been developed 
by the Continental Can Company’s paper 
division. Storage tests are said to prove 
that vegetables packed in this new con- 
tainer register negligible moisture loss 
over a period of a year. Almost two years 
of laboratory development and field ex- 
perimentation have been completed. 
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Reconversion in Crosscurrents 


USINESS shows an_ extraordinary 
urge toward recovery. This is evi- 
denced by such recent gains over a year 
ago as 6% to 14% in weekly department 
store sales, and the doubling of heavy 
engineering construction awards. Retail 
dollar volume may be exaggerated by 
price conditions, but there is little doubt 
that sales would be still greater if mer- 
chandise were more freely available. 
Despite evidences of the release of pur- 
chasing power at both ends of the busi- 
Chart 1: Industrial Production and 
Freight Carloadings 


Source: Federal Reserve 
Index Numbers, 1935-1989 =100; Seasonally Adjusted 
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ness range, t. e., retail and heavy engineer- 
ing, the index of industrial production 
continued to sag. The adjusted index 
(Federal Reserve) fell from 187 (1935- 
1939=100) in August* to 172 in Septem- 
ber, lowest since October, 1941. The de- 
cline in September was a little narrower 
than in the previous month, but a further 
decline in the October index appears prob- 
able in the light of weekly statistics. (See 
Chart 1.) 


COAL, STEEL OUTPUT CUT 


In addition to physical problems of re- 
conversion, labor difficulties continue as a 
major factor in many industrial trends. 
This situation is most pointedly illustrat- 
ed in coal and steel. The drive of the United 
Mine Workers to organize foremen caused 
coal production to be cut in half for a 
time, resulting in curtailment of steel op- 
erations from around 838%, where it had 
recovered for a while in September, to 
65%, with subsequent recovery lagging 
because of low stocks of coal even after 

1Revised down one point but still preliminary. 


Chart 2: Iron and Steel Wages and 
Prices of Representative Steel-mill 
Products 
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Chart 3: Bituminous Coal Production 
Source: Bureau of Mines 
Millions of Short Tons 
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miners returned to work. Steel-mill coke 
operations may be affected at some points 
even into the winter as a result of this 
setback in fuel. 

Some sheet-mill operations fell as low as 
25% of capacity. Meanwhile, demand 
continued so strong that some steel pro- 
ducers placed their customers on a ra- 
tioning basis and others are accepting or- 
ders only on a highly selective basis. Some 
quotas run well into next year, with most 
pressure on sheets and strip. The auto- 
mobile industry has also been retarded 
by labor troubles, although recently the 
trend has been more favorable. 


INDEXES COMPARED 


The decline in the Federal Reserve in- 
dustrial index since midsummer has been 


Y WY YY 
L/h Ua 


sharper than the action in various single 
industries which, because of their basic 
nature, are considered as good general 
business indicators. In the July-Septem- 
ber period, covering the main reconver- 
sion period to date so far as it is statis- 
tically measurable, the adjusted Federal 


Chart 4: Wholesale Commodity Prices 
Source: Bureau of Labor Statistics 
Index Numbers, 1926=100 
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Chart 5: Corporate Security Flotations 
Source: The Commercial and Financial Chronicle 
Millions of Dollars 


Chart 6: Production, Domestic Ship- 
ments and Stocks of Refined Lead! 
Source: American Bureau of Metal Statistics 
Thousands of Short Tons 
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Chart 7: 


Construction Contracts Awarded and Industrial Production 


Sources: F, W. Dodge Corporation; Federal Reserve 
Index Numbers, 1935-1939=100; Seasonally Adjusted 
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Table 1: Federal Financial Statistics 


Source: 


Treasury Department 


Millions of Dollars 


First 3 Months of Fiscal 
Year 


1945 1944 
Item 
September August July June September 1945 1944 

Expenditures....... 6,371 7,010 8,395 9,466 7,770 21,777 23,948 

Net RFC war loans 57 63 71 118 57 191 263 

War costs.......... 5,365 6,398 7,324 7,837 6,998 19,087 21,770 

Other expenditures. . 949 549 1,000 1,516 715 2,499 1,915 
Revenues........... 4,887 2,650 2,239 5,699 5,800 9,777 10,090 
Us or 1,484 4,360 6,156 3,767 1,970 12,000 13,858 
General fund balance. . 16,134 18,631 22,082 24,698 15,117 eae 
Debt (total) Cer en 262,565 | 263,585 | 262,550 | 259,115 | 211,064 
War savings bonds 

ST ae 514 700 1,294 2,178 692 2,508 3,420 

Redemptions........ 514 515 406 383 277 1,435 770 


Chart 8: Production of Butter and Milk 


Source: 
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Reserve industrial index declined 18.5% 
while the seasonally adjusted index’ of 
total carloadings fell 7.9% and of miscel- 
laneous carloadings 13.7%. (See Chart 1.) 
From May through September, covering 
the period since V-E day, the industrial 


1Actual carloadings meanwhile increased substantially. 


1943 


EQUAL VERTICAL DISTANCES REPRESENT 
EQUAL PERCENTAGE CHANGES 


1944 1945 


index was off 23.6%, but the two carload- 
ing indexes were off respectively 8.6% and 
16.6%. Declines in output of electric 
power have been slightly smaller than in 
total carloadings. 

Steel-ingot production in each of the 
two periods was off several percentage 


points less than the general index, while 
paper production by contrast, registered 
small to moderate gains. Cotton con- 
sumption in September was 15.6% lower 
than in May, but 4.2% higher than in 
July. Machine-tool deliveries fell some- 
what more rapidly from May to Septem- 
ber than the general industrial index but 
from July to September were down ap- 
proximately the same as the index. Mean- 
while, machine-tool sales out of gov- 
ernment surplus stocks have been increas- 
ing and the latter are not included among 
sales reported by tool builders. 

Copper deliveries from July to Septem- 
ber dropped only about one third as much 
as the industrial index but from May the 
drop was 40%, one of the steepest in all 
industry. In trade quarters it is expected 
that November deliveries of this metal will 
recover 10% to 20% above the level of 
the past few months,’ in which period it is 
probable that deliveries of new metal by 
refineries were not significant as a broad 
business indicator, since brass mills are 
believed to have used high percentages of 
scrap. 


LABOR SHORTAGES CONTINUE 


Despite releases from manufacturing 
employment and the Armed Services in 
the past few months, reports of labor 
shortages continue, and advertisements for 
help wanted in at least part of the news- 
papers of the country continue to fill 
much space. Fitting the right man to the 
job is part of the problem. 

Another strong influence in current 
business trends, despite much talk about 
holding prices, is the gradual upward creep 
of a great variety of raw materials and 
semifinished products, not to mention 
some finished products on which manu- 
facturers have been allowed to increase 
prices but retailers have not. Among the 
raw and semifinished goods allowed higher 
ceilings in the past month or two are pig 
iron, drop forgings, screw-machine prod- 
ucts, “base-period” ceilings on iron and 
copper (including brass) castings, and 
wrought-steel freight car wheels. 

Prices on radio sets were increased to 
reflect increases in parts prices. Increases 
have also been allowed on builders’ hard- 
ware and fractional horsepower motors, 
both of which are finished products but 
are also used as parts in further produc- 
tion from kitchen mixers to large build- 
ings. 

Several of these are highly important as 
cost elements in automobiles, refrigera- 
tors, railroad equipment, and other goods, 
some of which are now the subject of 


1E & MJ Metal and Mineral Markets forecasts 100,000 
tons in November, compared with 83,862 in September and 
an average of 155,220 tons monthly in the first half of 1945, 
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price discussion. Higher prices of materials 
and parts constitute a part of the pressure 
against prices of finished goods. 


WAGES VS. PRICES 

The ceiling increase in pig iron is sig- 
nificant because it reflects increased cost of 
producing steel, and steel producers have 
been working with OPA for some time 
on the subject of price increases even 
without any further advance in wage 
rates. The wage controversy has been 
projected backward by discussion of labor 
earnings as long ago as the Twenties. In 
this connection the long downward trend 
in steel prices is significant in contrast with 
wages. (See Chart 2.) The period of 
this chart, since World War I, covers 
the time in which sheets rose to their 
preeminent position in the industry while 
the curve representing bar prices is im- 
portant because bars, plates and beams 
generally sell at nearly the same price, 
and move closely together. Overtime is 
included in the wage curve but it was not 
significant in wage payments until the 
present war periods. Even in the past 
year or two straight time* was only a few 
cents different from the total average and 
would be barely perceptible on the chart. 

In the automobile industry the wage 
controversy is similar to that in steel, 
and the final cost-price relationship will 
depend partly on the final outcome in 
steel. If not too seriously affected by 
strikes and raw-material shortages, auto- 
mobile output is expected to mount swift- 
ly through the winter. A recent General 
Motors statement indicated that between 
mid-November and mid-December their 
plants would have completed reconver- 
sion to 50% of capacity. Prewar levels of 
car output would be reached by some 
companies in February or March. Chev- 
rolet will be tooled to exceed by 50% its 
prewar rate of 6,000 cars and trucks daily 
by October, 1946. 


SOME CONTROLS TIGHTENED 


Although the general trend continues 
to be toward removal of production and 
rationing controls, as illustrated in but- 
ter,’ fats, shoes, and automobiles, controls 
have been increased lately over lumber, 
tin and lead. The latter is in extremely 
tight position because of continued low 
domestic production. (See Chart 6.) Lum- 
ber is affected by a strike. 

Government expenditures continued in 
September to decline substantially, both 


1Straight-time wage statistics are not regularly compiled 


for public use, but this statement is based on straight-time 
rates of one large company. 

3Butter and milk production fell to very low levels late in 
1944 and earty 1945 but have since recovered rapidly, (See 
Chart 8.) Butter subsidy was ended and ration points on 
butter and fats were reduced in October. 


as compared with previous months and 
a year ago. This decline has been almost 
entirely confined to war costs. From a 
business point of view, however, govern- 
ment and war expenditures are losing some 
of their significance, as they serve less to 
determine the volume of industrial pro- 
duction and employment as reconversion 
progresses toward greater civilian goods 
production. Although revenues have also 
fallen off, the deficit in the first three 
months of the fiscal year was smaller than 
a year ago. (See Table 1.) Redemp- 
tions of war savings bonds as of October 


26 were outrunning sales by an estimated 
$80 million. 

Corporate financing, both refunding and 
new capital issues, has made liberal in- 
creases in recent months. (See Chart 5.) 

One compilation, including state and 
municipal issues, indicates October set a 
new all-time high at $1.1 billion, making 
the ten-month total $5.2 billion, or more 
than double that of a year ago and ex- 
ceeding any single year since 1929. 


WruumMm J. Nowe 
Division of Business Statistics 


Opposing Inventory Trends 


ANUFACTURERS’ inventories at 
) the end of August were estimated 
at $16.3 billion, or about the same as 
reported at the end of July. Inventories 
of the nondurable goods industries appear 
to have turned upward, while those of the 
durable goods industries continue to de- 
cline. Stock piles in the automobile in- 


dustry decreased 6%, as continued liqui- 
dation of war stocks was not offset by 
accumulations for civilian production. 
The value of manufacturers’ shipments 
dropped 4% in August to an estimated 
$11 billion. The adjusted index of ship- 
ments was 8% below the previous month 
and 14% below a year ago. The continued 


Table 1: Manufacturers’ Orders, Shipments and Inventories 


Source: 


Department of Commerce 


Index Numbers, 1939=100 


Item 


Inventories:..\ eccemaee ates asics erate 
Durable goods) -... cia. spencer oe ieee 
Automobiles and equipment. 


Iron and steel and products......... 
Nonferrous metals and products. .... 147.4 
Electrical machinery............... 805.2 
Other machinery.............2....- 209.5 
Transportation equipment.......... 793.1 
Nondurable goods..................- 144.8 
Chemicals and allied products....... 158.9 
Food and kindred products.......... 150.7 
Paper and allied products........... 142.3 
Petroleum refining................. 109.8 
Textile-mill products............... 117.4 
Shipnients!= soe. Mote ae es ns se 228 
Durable goods:syrck. 4 eee ee ek 274 
Automobiles and equipment......... 225 
Tron and steel and products......... 197 
Nonferrous metals and products. .... 197 
Electrical machinery............... 424 
Other machinery 3). 2s. > <2 25le 301 
Transportation equipment.......... 1,281 
Nondurable goods..................- 196 
Chemicals and allied products....... 205 
Food and kindred products.......... 214 
Paper and allied products........... 172 
Petroleum and coal products. ....... 186 
Textile-mill products............... 163 
New ordetst.iiicin5.05.0'35 vole cieeltiea wa 144r 
Diurablet sx «cya caus enia/o diel ese anaes TT¢ 
PONV ONIG IED lOtr st cia corais em ele nie ee 182r 


Percentage Change 


July, 1945 | Aug. 1944 
to to 
Aug. 1945 | Aug. 1945 


. +0.5 -5.4 

2 0.4 -7.1 

‘ -5.7 | -11.0 

121.2r} 118.87 +2.0 3.5 
145.5r| 145.4r +1.3 -3.7 
314.07} 320.1r -2.8 -8.8 
209.87} 213.7r 0.1 4.1 
791.5r| 794.7 +0.2 -14.7 
142.67} 189.9r +1.5 -3.4 
156.0r| 153.5r +1.9 2.2 
150.17} 148.7 +0.4} -18.8 
189.97} 136.0r +1.7 -1.7 
108.87} 107.3r +0.9 +0.7 
117.97} 116.57 0.4 +2.1 
Q47r 268 -8 -14 
820r 856r -14 25 
248r 270 -9 23 
238r 262r -17 -19 
232r) Q77r -15 25 
464r 505 -9 -12 
862r 422r -17 23 
1,5947| 1,785 23 -47 
197r 207 -I +2 
215r Q17 -5 -1 
223r Q17 —-4 +4 
165r 185r +4 -8 
199r 196 —7 +1 
1547r 198 +6 -11 
183r 195r -21 -80 
180r 182r -67 -67 
1857) 202r\" 2 3 


1Revised series. The revised indexes from 1939 to 1944 will be shown at a later date. 
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Manufacturers’ Inventories 
Source: Department of Commerce 
Index Numbers, 1989 =100 
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1943 1944 1945 1946 
decline has brought the value of shipments 


to the January, 1943, level. 


The index of durable goods shipments 


was 14% below July as the need for most 
war production ended with Japan’s surren- 
der. The drop was a continuation of the 
accelerated downward trend which began 
earlier in the year when war expenditures 
were tapering off. Shipments of the dur- 
able goods industries cannot be expected 
to turn upward until the loss of the gov- 
ernment market is offset by the produc- 
tion, in sufficient quantity, of “heavy 
goods” for the civilian market. 


SHIPMENTS AFFECTED DIVERSELY 


Cessation of hostilities has affected in- 
dividual industries diversely. The largest 
declines in value of shipments naturally 
occurred in those industries in which war 
expenditures constituted the most impor- 
tant part of demand. Cutbacks in the 
miktary requirements for the products of 
“other” durable goods industries, which 
are largely the building materials indus- 
tries, were offset by strong civilian de- 
mands. As a result, deliveries made by 
these industries declined only 4%. 

In contrast, the end of the war has 
stimulated activity in many nondurable 
goods industries, principally because of 
the release of manpower and materials for 
civilian use. Since early 1942, employ- 
ment in these relatively low-paying indus- 
tries* decreased steadily until shortly after 
V-E day. A continuing rise in the value 
of shipments may be expected in the 
next few months as the supply of labor 
and materials further increases. 


NEW-ORDERS INDEX REVISED 


Indexes of the value of new orders re- 
ceived by manufacturers have been re- 
vised in two important respects. First, 
companies reporting net cancellations are 
now included in the series, and the 
amount reported is treated as a negative 

‘Relative to munitions industries. 


Table 2: Estimated Value or Business Inventories! 


Source: 


Department of Commerce 


Millions of Dollars 


1945 


Classification 


1944 Percentage Change 


mages July -_ ome may 1945 Augusl, 1944 

Sneed 1945 fees 1945 
Total. . AS <8 26,803 26,473 26,596 27,724 +1.2 -3.3 
Manufacturers: Soak 16,336 16,249 16,167 17,266 +0.5 -5.4 
Metailers paca. Resa 6,708 6,480 6,585 6,521 +3.5 +2.9 
Wholesalers. ........2.... 3,759 3,744 3,844 3,987 +0.4 =65.7 


1End-of-month figure. 


quantity. Second, the new weights are 
based upon the assumption that net 
amounts of new orders and shipments in 
1939 were in balance. The base period 
has been shifted from January, 1939, to 
the average month of 1939, 

The net value of new business placed 
with the durable goods industries in Au- 
gust dropped to only two fifths of the 
orders placed in July. This decline was 
about three times as large as the drop 
which occurred following V-E day. Can- 


cellations exceeded new orders in all the 
machinery industries. Decreases of more 
than a third in new business received were 
reported by the iron and steel industries 
and other durable goods industries. Con- 
tinued demand for the output of non- 
durable goods industries offsets in some 
measure the sharp decrease in contracts 
placed with the durable goods industries. 


Anita R. Kopreitson 
Division of Business Statistics 


Diesel Locomotive Buying Active 


NTEREST in diesel road locomotives 

is at a new high after a rapid growth 

of sales during the last dozen years. Loco- 

motive orders in 1944 were largely for 

diesel road engines, numbering 199, while 
only 74 steam engines were on order.’ 

The bigger roads have shown a strong 
interest in road-type diesels, with a few 
of the smaHer roads also active purchasers. 
Seaboard Air Line and some western roads 
this year, have ordered appreciable num- 
bers of diesel road engines for passenger 
service. Seaboard’s order includes 14 
diesel units. A large number has just 
been ordered also by the Gulf, Mobile and 
Ohio for freight, passenger and switch- 
ing service. The Pennsylvania has just 
ordered ten diesels for passenger work. 

Diesels can be operated almost to the 
total number of potential work hours, and 
high utilization is encouraged by first cost, 
which is considerable for many types. But 
the fact that they are more readily avail- 
able accounts for much of the present at- 
traction of diesels. 

Diesel installations during the first six 
months of 1945 totaled 271, about half of 
which were switchers. The road engines 
averaged 2,833 h.p. each, the switchers 
824 h.p. Total road diesels in Class I serv- 
ice on June 30 totaled 642, and average 
horsepower per unit was 3,189. 

1For domestic use. 


The 5,400-h.p. diesels are multiple en- 
gines which can be split up into two 2,700- 
h.p. engines. 

Road diesels in freight service are pre- 
dominantly 5,400-h.p. engines, although 
installations in the first half of June in- 
cluded an unusually large number of 2,700- 
h.p. freight engines. This medium-power 
type compares closely with the 2,000-h.p. 
engines used in combination passenger- 
freight or passenger service. The industry 
reports a trend to the 4,050-h.p. type for 


1A large number has been purchased by the Santa Fe in 
the past few years, 


Orders for Diesel Locomotives! 
Source: Railway Age 
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freight service. Not many of these are in 
use at present. Most of the engines used 
in passenger service are 2,000 h.p. 


STEAM LOCOMOTIVES 


On a dollar basis, steam-locomotive de- 
mand is still important, as most new units 
are very large, while many of the diesels 
ordered are switching engines or intended 
for industrial use and are relatively low- 
cost items. AH steam orders in 1944 were 
for road engines. So far this year, about 
one hundred steam locomotives have been 
ordered for domestic use. Most orders were 
placed early this year. 

Proponents of steam locomotives are 


not inactive in the face of rising diesel] 
output and a considerable amount of re- 
search is being directed toward new and 
improved steam units. The new T-l’s, 
of specialized design to fit the Pennsyl- 
vania Railroad’s own needs, suggest possi- 
bilities in the further development of 
steam propulsion. 

A steam turbine locomotive is being 
tested in road service. A gas turbine, us- 
ing pulverized coal, is being planned, but 
there are problems to be solved before it 
becomes a reality. 


THEoporeE WHITMAN 
Division of Business Statistics 


Progress in Radio and Electronics 


NNOUNCEMENT by the Western 
Union Telegraph Company of its 
intention to replace its lines between the 
largest American cities with super high- 
frequency radio equipment climaxes the 
almost daily news of sensational progress 
in radio and electronics. 


Table 1: Production of Electron Tubes 
Source: War Production Board 


Thousands of Dollars 
Quarter!| 1945 1944 1942 1941 
Ist... .| 86,355] 102,271] 69,281] 21,553 n.d, 
@nd= 2. 101,091] 70,230) 25,293 n.d. 
Sra. ih 90,449} 73,784) 31,416 n.d. 
Dh eee! eee 97,637) 91,253) 53,551) 17,019 
Year. 391,448! 304,548] 131,813 n.d. 


1Prewar average per quarter amounted to $12.1 million. 

n.a.Not available. 

The wizardry of radio, radar, televis- 
ion and industrial electronics is found in 
the electron tube by means of which the 
flow of electric current is amazingly con- 
trolled. Production of tubes at the peak 
of war effort was eight times the prewar 
rate. (See Table 1.) These tubes, which 
have been continuously perfected for the 
past forty years, enclose certain metal 
parts in either a near vacuum or a gas. 


KINDS OF TUBES MULTIPLY 


About 2,000 different kinds of tubes 
ranging in size from a small nut to those 
larger than a man have been developed, 
most of them during the war. 

Among the latest developments to be 
announced is a television camera tube 
which is capable of picking up scenes not 
only by candlelight, but in apparent dark- 
ness. According to its inventors it is cap- 
able of “round-the-clock television cov- 
erage, in daylight, twilight, or moonlight 


—in good weather and bad.” Need for 
proper lighting, and for the elimination of 
shadows, along with other problems us- 
ually complicating television broadcast- 
ing, are done away with. This tube is a 
hundred times more sensative than ordi- 
nary television tubes. 

One company has just announced the 
manufacture of midget radio sets consist- 
ing of a five-tube superheterodyne pock- 
et radio receiver weighing only ten ounces. 
This set is three inches wide, three quarters 
of an inch thick and six and a quarter inches 
high. It is reputed to have as good re- 
ception as the usual five-tube receiver. 

Other recent highlights include radar, 
two-way radios for motor vehicles, the 


way radio telephones. F-M, the recently 
developed utilization of short waves of 
high frequency, enables broadcasting with- 
out static in any kind of weather or other 
factors of interference. Difficulties in- 
volved are the necessity of erecting radio 
towers thirty miles apart as planned by 
one company or by planes flying in cir- 
cles with automatic piloting devices at an 
altitude of 30,000 feet as planned by an- 
other company. The height thus obtained 
would reduce the number of relay sta- 
tions necessary for nation-wide transmis- 
sion. 


Another obstacle at present is the de- 
cision of three nationwide broadcasting 
companies to cease sending out programs 
by F-M (frequency modulation), as a 
result of demands.by the American Fed- 
eration of Musicians headed by James C. 
Petrillo. F-M broadcasting had been ex- 
pected to increase rapidly in popularity, 
and the effect of this move on radio re- 
ceiving-set manufacture has not yet been 
determined. 


Extensive use of radio telephones is 
planned by the automotive and railroad 
industries. Experiments recently made on 
taxicabs in Cleveland reduced dead mile- 
age by 30%. The installation of two- 
way radios on 75,000 taxis in the United 
States within two or three years is indi- 
cated. 


A large telephone company is presum- 
ably planning to provide radio-telephone 
service for all motor vehicles since it has 
applied to the Federal Communications 
Commission for a license to install radio 
telephones throughout the nation. Cars, 
trucks, and boats subscribing to this serv- 


Table 2: Deliveries of Radio and Radar Equipment for War Purposes 


Source: 


War Production Board 


Millions of Dollars 


Type July, 1945 


Inclusive 


7,680 


Total equipment............. 


Radio equipment............. 4,753¢ 5184) 
Per cents. smaoereecee ae 61.9%e| 37% 
Radar mate 3 Say ke 2,927 € 882a 
Per cent.. .| 88.1%e| 68% 


aCalculated from REE furnished b; 
eEstimated from figures furnished by B. 


Total 
July, 1940 | 7 Months 


1,400a 


1944 1943 1942 1941 Months 
2,834 1,700e} 1,000e 546e¢ 200e¢ 
1,417a| 1,165¢ 907e 546 ¢ 200¢ 

50% | 68.5% | 90.7% 100%e}  100%e 
1,417a 535e 93e Oe Oe 
50% | 31.5% | 9.8% 0%e 0%e 


WPB; deliveries averaging $200 million a month in 1945 
ve increases are 


in part on the fact that the radio ind 


Pro; 
produged only $231 miliion worth in 1939 as opposed to 88 834 million in deliveries in 1944, and in or because of tota 
eliveries in 1944 and the first seven months of 1945 exceeded the total of the remainder since July, 1940. 


handy talkie for short-distance broad- 
casting, frequency modulation broadcast- 
ing, the electron microscope, millionth- 
of-a-second X-ray photography and nu- 
merous other electronic devices for heat- 
ing and control in industrial plants. 


TELEVISION, RADIO PHONES 


Postwar increases are scheduled for 
television, frequency modulation, and two- 


ice will be able to make calls or be called. 
One large bus company has already ap- 
plied to the FCC for permission to equip 
a hundred intercity buses with radio tele- 
phones. 

Radio telephone service on passenger 
and freight trains has been contracted for 
by at least three large railroad companies, 
Telephone service between locomotive and 
caboose, also between trains and between 
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train and station are planned. Experi- 
ments performed on one railroad brought 
satisfactory results in spite of presumably 
adverse conditions. 


RADAR COMMERCIALIZED 


Among the most sensational develop- 
ments, secrets jealously guarded during 
the war, are those in the field of radar, 
now one of the most important branches 
of the radio industry. Radar, which was 
a negligible industry before Pearl Harbor, 
accounted for nearly three billion dollars 
of equipment, or almost 40% of the total 
for the entire radio industry, delivered 
for war purposes prior to V-E day. 

Radar furnished the means of locating 
unseen objects at distances of more than 
100 miles. This was accomplished by the 
utilization of microwaves which are re- 
flected by any object lying in their path 
and are picked up as “echoes” by sensi- 
tive electronic devices which are able 
to determine the range, bearing and alti- 
tude of the object within narrow limits. 
Radar was largely used for defense against 
enemy aircraft and against robot and 
rocket bombs. It was also utilized in 
blind navigation and in the “Mickey” 
bombsight for bombing operations. 

Postwar applications of radar include 
traffic control of the air, and the detec- 
tion of land masses and other objects by 
ships and planes. It is expected to add 
greatly to safety. 

Demands for all types of civilian radio 
equipment are high and production has 
been spurred by the granting of price 
increases of 10.5% to 15% for radio sets.’ 
This increase was made necessary by the 
rise in costs for parts. A spokesman for 
the industry recently claimed that the rise 
in ceiling prices is insufficient for a sat- 
isfactory margin of profit. This and labor 
difficulties may in the near future severely 
hamper production of radios despite heavy 
demands. 


INDUSTRIAL ELECTRONICS 
DIVERSIFIED 

The utilization of electron tubes in in- 
dustry is probably more diversified al- 
though quantitatively not so great as in 
the radio and radar industries. 

In answer to a questionnaire recently 
sent out by a large publishing firm, 796 
companies reported the use of 16,805 elec- 
tronic devices. Nearly six thousand of 
the devices were used for purposes of con- 
trol and for measurement and analysis, 
between 1,500 and 2,000 devices for safety 
and power conversion, and much smaller 
numbers for heating, regulation, sorting 
and inspecting. 

1Retail prices remain on 1942 basis. 


Typical utilizations included the fol- 
lowing items: grading and counting jew- 
el bearings, insulation testing, detection 
of metal in packages, X-ray detection of 
flaws in metal castings, color measure- 
ment and analysis, geophysical measure- 
ments, testing water for acidity, speed 
measurement and analysis, voltage meas- 
urement, X-ray diffraction for gas and 
mineral analysis, electron microscope mag- 
nifying objects 100,000 times, chemical 
spectographic analysis, fire and smoke de- 
tection, intrusion alarms and traffic sig- 
nals. These and many other uses bear 


witness to the effectiveness and versatil- 
ity of electron tubes in industry. 

Over-all statistics covering the pro- 
duction and uses of electron tubes have 
not yet been released. In fact, it is 
doubtful whether statistics adquately 
covering electronic applications in indus- 
try will be available for a long time. 
Nevertheless, known applications suggest 
the exceedingly wide range of electron- 
tube utilization and a considerable growth 
in industrial application is expected. 


G. K. Bet, Jr. 


Division of Business Statistics 


Civilian Tires Delayed 


| Eases problems are hindering capacity 
production of tires for civilians. 
Tire manufacturers converted their tre- 
mendously expanded facilities from war 
to peace production almost overnight, 
but operations in October were 25% to 
50% below capacity. The change-over 
from wartime schedules to four six- 


Passenger-car Tires 
Source: Rubber Manufacturers Association 
Thousands of Tires 


First Eight Months 

Classification ——<—$———_————— 

1945 1941 

Total shipments........... 14,109 | 40,650 
Original equipment....... 235 | 15,099 
Replacement equipment..| 13,750 | 25,074 
War orders............ 120 oe 
Civile, ee aes ts 13,630 | 25,074 
Exports. ere oa sees 123 477 
Production 228.0 3.42% 14,445 | 37,833 
Inventory, end of period....| 1,246 4,516 


hour shifts found all the major com- 
panies in need of skilled labor. 
These shortages have been aggravated by 
work stoppages, high rates of absentee- 
ism, heavy turnover and decreased pro- 
ductivity. 

Complete reconversion of the industry 
to peacetime schedules is not yet possible 
since some production, probably less than 
10% of current output, must still be ear- 
marked for military needs such as air- 
plane and truck tires. This also includes 
shipments to Britain and Europe to aid 
in rehabilitation programs. 

Theoretical capacity of the industry at 
present is placed by one estimate at over 
110 million tires of all types annually, as 
compared with 65 million to 75 million 
tires in 1939. Actual output in 1939 
amounted to 57.6 million tires, of which 
7.7 million were truck and bus sizes and 


49.9 million were passenger-car tires. 
Much greater emphasis on heavy-duty 
tires was required during war years as 
shown in the chart, with 1944 output of 
truck and bus tires about double the pre- 
war rate, 


UNRATIONED TIRES LESS CERTAIN 


Although it was predicted earlier that 
unrationed tires for civilian motorists 
might be on the market before the end 
of the year, current predictions are less op- 
timistic. One source expects rationing to 
end on December $31, but still another 
trade spokesman anticipates its continu- 
ation until April, 1946. 

Plants produced 2.5 million passenger- 
car tires in August, as compared with 1.9 
million tires in the preceding month. The 
goal of 12 million tires in the fourth quar- 
ter of this year would require an increase 
in production amounting to 60%. Strikes 
and labor shortages threaten to hold ac- 
tual output down to 10 million units. 
Unless these conditions are remedied they 
would cause 1946 production to stay be- 
low the goal of 66 million tires set by the 
WPB for synthetic passenger-car tires. 

Pent-up demand for replacement equip- 
ment alone has been estimated in the 
neighborhood of 75 million tires, or one 
and a half years of prewar output. The 
OPA announced that only 45 million new 
tires have been rationed since January, 
1942, for the 24 million passenger cars on 
the road. That leaves 57 million pre-Pearl 
Harbor tires and 18 million old spares to 
be replaced.* According to a trade report 
from Akron, the present market for tires 
will keep the industry working twenty- 
four hours a day six days a week through 
1947. The same report estimates demand 


_ JEstimate by Chester Bowles, OPA Administrator, pub- 
lished August 20, 1945, 
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Tire Production, By Type 
Source: Rubber Manufacturers Association 
Billions of Tires 


PASSENGER CAR 
TIRES 


TRUCK, BUS, AND 
PLANE TIRES 


1939 


1940 = 1941 


1942 


1943 1944 


for 70 million passenger car tires, in both 
1946 and 1947, and 62 million in 1948. 
This compares with sales of 53 million in 
1941. The WPB and OPA have stated 
that rationing should remain only so long 
as the difference betwen supply and de- 
mand makes orderly distribution without 
rationing impossible. 


TRUCK-TIRE OUTPUT BIG 


Output of prewar truck and bus tires 
averaged about 7 million units annually, 
reaching a peak of 8 million in 1940. By 
1944, output had been raised to 14.7 mil- 
lion heavy-duty tires and in the first 
eight months of 1945, 12.4 million such 
tires were manufactured. Despite the tre- 
mendous wartime increase in production, 
the number of heavy-duty tires available 
for civilians has at most times been inade- 
quate for essential needs. In the first 
eight months of this year, war orders for 
4.5 million replacement truck and bus 
tires were filled, in addition to 3.7 million 
civilian replacements. These figures in 
comparison with 1941 are given in 
the table. 

Early relief of the shortage of large-size 
tires has been forecast by several trade 
spokesmen, but the WPB reported that 
rationing would continue for “some time.” 
Quotas allocated for the third quarter of 
1945 were substantially larger than in the 
preceding twelve months, and further re- 
lief was anticipated in the final quarter. 
Military surplus tires might be used to 
expand ration quotas, according to one 
source. 

Output of airplane tires increased tre~ 
mendously during the war from only 
33,000 units in 1939 to 1.4 million in 1944. 
Military orders for such tires, some of 
which take as much rubber as twenty 
passenger-car tires, have been cut dras- 
tically, but a small percentage of produc- 
tion is being retained to supply replace- 


ment demand. For the most part, how- 
ever, facilities are being reconverted to the 
fabrication of civilian-size tires. 


SYNTHETIC CONTENT 


Passenger-car tires now being produced 
are virtually 100% synthetic rubber, and 
are about 90% as efficient as the prewar 
crude rubber tire, according to the chair- 
man of one of the largest rubber com- 
panies. Used on lightweight cars, driven 
at moderate speeds, the synthetic con- 


struction is entirely satisfactory. When 
supplies of natural rubber again become 
available, it is planned to combine natural 
and synthetic in tire manufacture. The 
tire of the future may well be a tailor- 
made product, with natural rubber used 
for the carcass, a synthetic such as GR-S 
for the tread, and butyl synthetic for the 
inner tube. 


Frances H. Frazer 
Division of Business Statistics 


Employment Trends 


HE SHARP curtailment of muni- 
tions production following Japan’s 
surrender was largely responsible for the 
net over-all reduction in total employment 
of more than a quarter of a million per- 
sons from mid-August to mid-September. 
The number of workers whose jobs in 
war plants were terminated on V-J day 
was considerably larger than the indicated 
drop of 1.55 million workers engaged in 
manufacturing during the month. Many 


mobilization of the Armed Forces con- 
tinues, and accounted for the release of 
about 100,000 in September. Sharper re- 
ductions of the military in ensuing months 
will combine with a seasonal decline of 
civilian employment in the coming win- 
ter. The rapidity with which reabsorp- 
tion of the released manpower will take 
place is dependent upon such factors as 
the settlement of current wage disputes 
which are at present impeding reconver- 


Unemployment Compensation Activities 


Source: 


Social Security Board 


i ; September, A t, September, 1944-/September, 1943- 
——s Toasp 1945 nguet, 1045 ih) Asguatyi0en 
Nonagricultural employment!............| .35,268,000 | $6,894,000 | 37,941,000 | 39,140,000 
Manufacturing employment!............ 12,149,000 | 13,837,000 | 15,186,000 | 16,611,000 
Unemployment compensation activities: 
Unitial clams’: |. cee tar ea ake 1,109,835 1,230,355 2,977,823 1,493,392 
Waiting-period claims*................ 1,053,697 436,428 1,566,506 977,844 
Compensable claims?................. 3,587,552 1,095,686 6,194,498 4,408,895 
Weekly average beneficiaries.......... 875,000 ¢ 230,531 108,690 78,251 


1Bureau of Labor Statistics. Number of employees on bas Sey as of pay 
eEsti 


2Claims data are totals for calendar-month periods. 


workers who were employed in the muni- 
tions industries shifted to peacetime work 
without any interruption of employment. 
In addition, a gain of about 50,000 in 
nonwar industries was a significant re- 
versal of the downward trend in these in- 
dustries throughout the period of labor 
stringency. 


REABSORPTION FACTOR 


At mid-September, the only major divi- 
sion to show markedly expanded employ- 
ment was trade. While the coming months 
will see employment opportunities ex- 
pand in that category, the other main 
categories—service, construction, and ag- 
riculture—have passed their seasonal 
peaks of employment and hence their po- 
tential as employers will not be fulfilled 
in the immediate future. Meanwhile, de- 


riod nearest fifteenth of the month. 
imated. pPreliminary, 


sion, the willingness of workers to trans- 
fer to jobs in lower-paying industries, as 
well as the extent of retirement from the 
labor force of war-emergency workers. 


COMPENSATION ACTIVITIES 


The overnight change in labor market 
conditions brought about by the war’s 
sudden end is depicted best in the records 
of claims of the state agencies handling 
unemployment compensation benefits. 
(See chart.) The more than half a mil- 
lion persons filing initial claims in the 
week ended August 25 set a record for 
such claims in the history of the program. 
Initial claims for the month of August 
(heavily weighted in the latter weeks) 
were almost eight times the average 
monthly volume of the previous eleven 
months. 
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Initial Claims for Unemployment 
Compensation, 1945 
Source: Social Security Board 
Weekly Index Numbers, August Weekly Average =100 
250 
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AUGUST SEPTEMBER 
Although the number of new claims filed 
each week in September diminished slight- 


ly, total claims on file continued higher 
throughout the month owing to the great 
increase in the number of compensable 
claims. Continuing unemployment after 
the heavy August layoffs was reflected 
toward the middle of September in sharply 
increased compensable claims. (See table.) 
There has been a tendency for an increas- 
ing proportion of initial claimants to carry 
their claims through the necessary waiting 
period as cutbacks have become more 
widespread. 

While only a slight increase in claims 
activity accompanied the gradual decline 
of manufacturing employment from the 
wartime peak in the fall of 1943, the 
impact of layoffs concentrated in re- 
cent months was reflected immediately in 
the unemployment compensation program. 


Carrt R. Fre~pMan 
Division of Business Statistics 


Earnings, Hours in Manufacturing 


LL THE payroll statistics of the 
twenty-five manufacturing indus- 
tries surveyed each month by Tue Con- 
FERENCE Boarp declined in August.’ De- 
clines were substantial except for hourly 
earnings. Wage-rate increases averaged 
only 0.02% for all workers, although in 
the northern cotton industry 60% of the 
workers received increases averaging 6.5% 
during the four months from May through 
August. 


WEEKLY EARNINGS DOWN 


Hourly earnings of production and re- 
lated workers were 0.2% less than in 
the previous month. The August aver- 
age of $1.104 was only 0.6% below the 
peak level reached in June of this year, 
in spite of the 3.8% drop in the length 
of the work week. Ten of the individual 
industries averaged higher hourly earn- 
ings in August than in June. Since August 
of last year, the average for the twenty- 
five industries has risen 3.2% and since 
January, 1941, 45.5%. 

The decline in weekly earnings from 
July to August amounted to 2.2%. At 
$47.90, the August average was $3.09, or 
6.1%, lower than the peak level of March, 
1945. Workers in nine primarily nonwar 
industries received a higher weekly return 
in August than they had in March. In 


4Since the Board asks its cooperating companies for pay~ 
figures covering the first acral week in the wah an & 
— August data was for a period before the 


if 


all but one of these industries, and in 
six others, weekly earnings were higher 
than in August of last year, although the 
average for all the industries combined was 
22% less this August than last. 

With the cost of living receding slight- 
ly from the June-July peak, the decline 
in “real” weekly earnings, or the amount 
of goods and services that could be ob- 
tained with dollar earnings, was less 
than that in the actual weekly average. 
Real weekly earnings in August were 
1.9% less than in July and 3.7% less than 
a year earlier. But since January, 1941, 
they have increased 26.3%. 


The work week was shorter in August 
than in any month since September, 1942. 
The average of 43.5 hours was 0.8 hour, 
or 1.8%, less than in July. Since January 
of this year when working hours averaged 
46.2 a week, or more than at any time 
since the early part of 1930, the decline 
has amounted to 2.7 hours, or 5.8%. 
Over the year since August, 1944, the work 
week has shrunk 4.6%. 

Total man hours at 105.7 (1923=100) 
were lower in August than during any 
month since July, 1941, as the result of 
the large declines in both employment 
and hours. They were 4.7% less than the 
previous month and 19.8% less than 
August, 1944. 

Employment dropped 2.9% in August 
for the twentieth decline in the twenty-one 
months since the peak of October-Novem- 
ber, 1943. As average hours continued 
their upward trend during 1944 after em- 
ployment turned downward, the decrease 
in the number of employed workers dur- 
ing that period was probably owing to the 
depletion of the labor market. But when 
average hours reversed their trend in the 
early part of 1945, the drop in employ- 
ment was even greater, showing the effects 
of cutbacks in production. Since August 
of last year, employment has declined 
15.5%. 

The decreases in weekly earnings and 
in employment brought total payrolls 
lower than during any month since July, 
1942, although they were still higher than 
any month before then. The August in- 
dex of 215.3 (1923=100) was 5.1% lower 
than the month before and 17.4% less 
than in August, 1944. Since November, 
1943, when payrolls were at their highest 
point, they have shrunk 21.9%. 


EuizasetH P. Atiison 
Division of Labor Statistics 


Average Weekly Earnings in 25 Manufacturing Industries 
Source: Tae ConrerENcE Boarp 
Index Numbers, 1923= 100 
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COST OF LIVING IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


H Clothing Fuel and Light 
Average of 
I! Items Men’s Women’s Total? Electricity Gas Del 
Index Numbers, 1923=100 
1944 September............. 105.0 111.34 90.9 93.2 102.3 84.0 95.8 66.9 94.5 113.8 95.2 
October. o..0 i020 es) 10550 110.8 91.0 93.6 102.4 84.8 95.8 66.9 94.5 114.2 95.2 
November............. 105.3 111.1 91.0 93.9 102.9 84.8 95.8 66.9 94.5 114.6 95.0 
December.............-| 105.7 112.3 91.0 94.0 103.0 84.9 95.8 66.9 94.5 114.8 94.6 
1945 January............... 105.7 112.1 91.0 94.2 103.4 84.9 95.8 66.9 94.5 114.9 94.6 
Februaty. (fix scceacde= 105.5 111.2 91.0 94.3 103.6 ° 84.9 96.1 66.9 94.5 115.1 94.8 
March. ccicccencs«toas 205-4 110.8 91.0 94.5 103.8 85.2 96.1 66.9 94.5 115.2 94.9 
Aprilescccct<serceeaoee 105.8 111.6 91.0 94.8 104.0 85.5 98.0 66.9 94.5 115.3 94.5 
Mayes chaste pee 106.2 112.7 91.0 94.9 104.1 85.6 96.2 66.9 94.5 115.5 94.2 
SUNG sah emote ci deradis are 106.9 114.8 91.0 94.7 103.8 85.5 96.3 66.9 94.5 115.5 93.5 
DULY so ccmeaetince aoe 106.9 114.9 91.0 94.6 103.8 85.3 97.3 66.9 94.5 115.3 93.5 
AUPUSt Saas apedsans sae | 200.6 113.9 91.0 94.6 103.9 85.3 97.5 66.9 94.5 115.4 93.8 
September............. 106.2 112.95 91.0 94.6 103.9 85.3 97.4 66.9 94.5 115.3 94.2 
Percentage Changes 
Aug. 1945 to Sept. 1945....... | -0.4 -0.9 0 | 0 | 0 | 0 | 0.1 0 | .0 | -0.1 +0.4 
Sept. 1944 to Sept. 1945...... +1.1 +1.4 +0.1 +1.5 +1.6 +1.5 +1.7 0 0 +1.3 -1.1 
1Data on housing collected twice annually, May 15 and October 15, aBased on food prices for September 14, 1944. 
*Includes fuel as well as electricity and gas. bBased on food prices for September 13, 1945 


Cost of Living in the United States 
Source: Tae CONFERENCE BoarD 
Index Numbers, 1923= 100 
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EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS!, 25 MANUFACTURING INDUSTRIES 
Norte: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 
Avera; Average 
os preeeeal 
ours per | Hours per eaene 
Weeks pealavaski par Hourly Earnings 
Production} Production 
Worker Worker 


Payrolls 


Actual Real 
45.6 44.3 197.8 5 260.7 
45.6 44.4 199.6 92.7 260.7 
45.7 44.3 199.4 92.9 257.2 
45.6 44.2 199.4 92.7 255.9 
45.8 44.3 200.7 93.1 258.9 
46.2 44.3 202.4 93.9 262.5 
46.0 44.3 202.4 93.5 261.2 
46.1 44.4 203.5 93.7 261.0 
45.4 44.4 203.5 92.3 252.5 
45.0 44.3 203.3 91.5 244.1 
45.2 44.3 205.4 91.9 241.3 
44.3 44.2 204.4r 90.0 226 .8r 
43.5 44.1 204.1 88.4 215.3 


November, 1945 


Cost 
of Living in 
September 


as. . COSTS of wage earners’ fami- 
lies continued downward in Septem- 
ber. This decline started in August, after 
a rise to the highest peak since 1921 in June 
and July. Tae Conrerence Boarp’s Sep- 
tember all-items index declined 0.4% to 
106.2 (1923=100), which is, neverthe- 
less, 1.1% higher than the corresponding 
figure for September, 1944, 


FOOD COSTS DOWN 


The primary factor in lowering the 
weighted total index was the 0.9% de- 
cline in September in the food component 
which was occasioned by lower prices of 
fresh fruits and vegetables. Slightly low- 
er retail fuel oil and gasoline prices were 
reflected in declines of 0.1% in each of the 
fuel and light, and sundries components. 
Housing and clothing components re- 
mained unchanged. 

Inversely proportional to the change in 
the cost of living index was the 0.4% in- 
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crease in the purchasing value of the 1923 
dollar, which stands at 94.2 cents in Sep- 
tember. 


INDUSTRIAL CITY INDEXES 


Increases in living costs were noted in 
only six of the sixty-two cities surveyed 
in September. Los Angeles, Sacramento, 
Spokane and San Francisco-Oakland com- 
prised the group of West coast cities in 
which a rise of 0.2% was noted, while in 
Akron and Trenton the indexes rose 0.1% 
above the August level. No change was 
observed in the Houston and Indianapolis 
indexes. 

In each of the remaining fifty-four cit- 
ies, living costs declined from 0.1% to 
1.7%, the median decline being 0.4%. 
The largest drop, 1.7%, occurred in New- 
ark; Parkersburg, West Virginia, and 
Providence followed in the 0.9% bracket. 

Although fifty-four industrial city in- 
dexes declined from August to September, 
only two—Bridgeport and New Haven— 
stand lower than they did last September. 
Indexes for the other sixty cities are 
higher than a year ago by margins rang- 
ing from 0.1% in Cleveland to 4.0% 
in Huntington, West Virginia. 


G. M. Grays, Jr. 
Division of Labor Statistics 


Corporate Taxes, Surpluses, and 


Dividend Policy 


HE SHARP increase in corporate 

earnings during the war has brought 
to the fore once again the need for an ex- 
amination of dividend policy. This ex- 
amination is needed to see where the 
conservative dividend policy followed by 
most corporations during the war comes 
into conflict with Section 102 of the In- 
ternal Revenue Code, which imposes a tax 
on “corporations improperly accumulating 
surplus.” 

While wartime earnings, after taxes, 
have shown a sizable increase over pre- 
war levels for most industrial groups, divi- 
dend payments have increased only mod- 
erately, if at all. As a result, corporate 
savings are considerably above the level 
prevailing in the immediate prewar period. 
There has been a consequent increase in 
surplus accumulations, into which incur- 
sions have not yet been made by capital 
losses, losses on inventories and expenses 
of reconversion. 


A clear pattern is evident in nearly all the 
manufacturing groups shown in Table 1. 
Increases in dividend payments tend to lag 
behind increases in net income after 
taxes and reserves. In several industries 
such as motor vehicles, chemicals, and to- 
bacco where net income declined from 
1939 to 1944, dividend payments fell even 
faster. As a result, net income to surplus 
—the difference between net income and 
dividend payments—rose more rapidly 
than earnings. Corporate surplus conse- 
quently showed for all groups a substan- 
tial rise ranging from 30.1% for tobacco 
to 95.5% for rubber, excluding aircraft, 
which is hardly typical. 

Not only has surplus shown a substan- 
tial rise during wartime, but corporate as- 
sets have become more liquid. For most 
industrial groups, investment in current 
assets has risen relative to investments 
in fixed assets. Several reasons are re- 
sponsible for this, including restrictions 


391 


on construction, inability to make ade- 
quate maintenance expenditures, and the 
need for larger inventories and cash bal- 
ances because of the tremendous increase 
in sales volume. Investment in plant and 


Table 1: Percentage of Increase in 
Income, Surplus and Dividends, Four- 
teen Manufacturing Industries, 1939-44 


Source: The Conference Board! 


Blast furnaces and 


rolling mills... . 70.8 
Furniture. ....... 85.2 
Motor vehicles. . . 70.6 
Office and _ store 

machines...... 86.6 
Railroad equip- 

MONE. stewie AL 38.0 
Beverage........ 79.2 
Chemicals........ 40.6 
Food.) 7atex 45.7 
Paper) jist. t+ Sev: 91.38 
Petroleum....... 48.7 
RUDE, oo. 5 aie As 95.5 
Textiles.......... wee 
Tobacco......... 80.1 


\See “Wartime Se, The Conference 
Board Business Record, September, 1945, 


equipment during the war has been largely 
for government account; hence this invest- 
ment is not reflected in the balance sheet of 
corporations. Had it not been for the in- 
crease in government-owned inventories 
it is likely that there would have been a 
greater increase in inventories of manufac- 
turing corporations, thus accentuating the 
movement disclosed in Table 2. 

While current assets were increasing 
relative to fixed assets, the internal com- 
position of current assets was undergo- 
ing change. Inventories increased in dol- 
lar amount, but declined as a percentage 


Table 2: Ratio of Current Assets to 
Plant and Equipment for Seventy-six 
Manufacturing Groups, 1939 and 1943 


Source: Securities and Exchange Commission 
Millions of Dollars 


Item 
Current assets............-. 13,751 
Plant and equipment....... 15,672 
Ratio of current assets to 
plant and equipment..... .88 


of current assets, from 46.6% in 1939 to 
84.5% in 1948. Cash and marketable 
securities (including tax notes) increased 
in relative importance from 82.5% in 
1989 to 40.5% at the end of 1943. (See 
Table 8.) 

Unquestionably a large part of the 
security holdings of corporations was in 
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Table 3: Percentage Distribution of 
Current Assets for Seventy-six Manu- 
facturing Groups, 1939 and 1943 
Source: Securities and Exchange Commission 


1943 1939 


ttem Millions] % Dis- |Millions| % Dis- 


of tribu- of tribu- 
Dollars| tion | Dollars} tion 


Cash and cash 


items..........| 6,538] 21.2 | 3,520] 25.6 
Marketable secu- 

rye ae 5,964) 19.3 955| 6.9 
Trade receivables.| 6,248} 20.2 | 2,704) 19.7 
Inventories....... 10,648] 34.5 | 6,409] 46.6 
Other current as- 

SOUS: des atavrered creo 1,494) 4.8 163}. 1.2 
Total current as- pa 

sets...........|30,892|100.0 | 13,751)100.0 


anticipation of taxes. But as a general 
tule, holdings of marketable securities are 
in excess of tax accruals. 


SECTION 102 


As a result of these developments corpo- 
rations may find themselves encumbered 
by Section 102 of the Internal Revenue 
Code, which imposes a tax upon “corpo- 
rations improperly accumulating surplus.” 

This section imposes a tax upon the 
undistributed Section 102 net income 
which is calculated from net income (com- 
puted without the benefit of capital loss 
carry-over and net operating loss deduc- 
tion) by deducting federal income taxes, 
charitable deductions in excess of the maxi- 
mum permitted in the computation of net 
income, disallowed capital losses, and in- 
come subject to the excess-profits tax. 
Further deductions are permitted for tax- 
able dividends paid (including “consent” 
dividends). The tax rate is a graduated 
one, 2714% on the first $100,000 of undis- 
tributed Section 102 net income, plus 
8812% of any amounts in excess of 
$100,000. 

The Treasury Department has issued 
instructions to guide its agents in the ex- 
amination of corporate tax returns in de- 
termining whether Section 102 is appli- 
cable,, but there is no general rule avail- 
able to guide a corporation in what is an 
improper accumulation of surplus. How- 
ever, the Treasury will make close exam- 
ination of corporations which (1) have not 
distributed at least 70% of their income 
in taxable dividends, or (2) which have 
made investments in securities or other 
properties unrelated to the corporation’s 
activity, or (3) which have made loans 
to officers or stockholders, or (4) which 
are closely held, or (5) corporations 
whose distribution of earnings is in- 
sufficient when considered in connection 
with the nature of the business or its 

See TD-4914, TD-5398. 


financial position despite the fact that 
they have made a distribution of 70% 
or more of their earnings. 

Revenue agents until 1944 were re- 
quired to make a report on the applicabil- 
ity of Section 102 for every corporation 
which fulfilled any of the first four con- 
ditions. In 1944, TD-5398 instructed 
them to make a report for all corporations 
coming under condition (5) as well. Ob- 
viously, this amendment permits a great 
deal of discretion on the part of the rev- 
enue agent. 

Conceivably, Section 102 could be used 
as an instrument of fiscal policy to force 
the payment of dividends, thus augment- 
ing tax receipts as well as offsetting de- 
flationary tendencies in the economy. 
A British point of view is presented by 
perhaps the most influential economic 
journal in Great Britain in the follow- 
ing words: 


“But if, in the earlier period imme- 
diately ahead, the reduction of EPT 
were merely to lead to a state of in- 
creased dividends, the basic economic 
principle of keeping consumption in 
check would be flouted. If relief of 
taxation is to result in more money 
being spent, it will be far better spent 
on deferred repairs and on the modern- 
ization and extension of plant. In 
some way, a premium should be put on 
this form of expenditure as opposed to 
dividends and one convenient way 
might be a temporary tax on dividends 
paid in excess of the present—or per- 
haps the prewar rate.” 


While no standards are available, some 
guidance can be obtained from cases 
which have appeared in court. Signposts 
of this type must be used with caution, 
however. There is no guarantee that past 
decisions will apply, and since each case 
is decided on the facts, there may be 
some difficulty in finding past cases which 
duplicate a current situation. 


JUSTIFIABLE ACCUMULATION 


What would appear to be the most 
justifiable reason for withholding earn- 
ings is a foreseeable need for expansion. 
Thus, a smelting company on the out- 
break of war on September 1, 1939, be- 
lieved that its business would materially 
increase as the result of the outbreak of 
war. It was not mistaken in this belief, 
as shown by its subsequent sales volume: 
BO 3 ieee Sea $1,312,000 1940..... $2,308,000 
1,761,000 19415 .4e 2,666,000 

The corporation was engaged in a busi- 
ness that is highly competitive—that of 
buying, selling and smelting ores, miner- 
als, and metallic substances. Conditions 
in the industry were such as to impel the 

1The Economist, September 29, 1945, p. 443. 


corporation to plan and carry a program 
involving new buildings and installation 
of modern machinery. To this end it pur- 
chased Jand at a cost of $6,688 in 1938. 
In 1940, additional land was purchased 
for $8,311. Three new buildings were 
built on this land and new machinery and 
equipment were installed. Expenditures 
of this type for the years 1937-1942 to- 
taled $112,562; expenditures still to be 
made on this modernization program will 
require an additional $152,500. 

To finance this modernization program 
the company accumulated a substantial 
surplus by paying no dividends in the 
years 1935-1940: 


Profits 

Year after Taxes Dividends Surplus 

NOSSoe. ae $68,000 ~=s««.«..... $126,000 
1986 3..55 eee 15, O00 Sag och. eae 52,000 
LOST occentenarsts 84,000 = cee 86,000 
1988951. et 27,0002 27... Ae 101,000 
1989) eos sce 33,000) eadvsys Sad 135,000 
1940 5 er BE O00) ek oes 186,000 
TO4N TS eariesend 47,000 $18,000 216,000 
194900 2. 30,000 6,000 240,000 


The Commissioner of Internal Revenue 
found a deficiency in taxes by invoking 
Section 102 in 1939 and 1940. The corpo- 
ration brought suit and was upheld by 
the courts. Earnings of the corporation 
were not accumulated beyond the reason- 
able needs of the business. Increased 
volume and program of expansion as a 
result of war made it imperative that the 
corporation carry larger inventories of 
raw materials at increased prices and 
carry larger accounts receivable. The 
reasoning of the courts is shown in the 
following excerpt from the opinion: 


“The petitioner, in retaining its earn- 
ings and profits for the years 1939 and 
1940 instead of distributing them as 
dividends to its stockholders, not only 
considered its expanded volume of busi- 
ness due largely to the outbreak of the 
Second World War, but it also con- 
sidered the cost of new buildings and 
equipment which its modernization pro- 
gram already embarked upon would 
entail. 

“Tt is true that the company could 
have paid out all of its earnings and 
profits for 1939 and 1940 in dividends 
and could have borrowed money to 
finance its modernization and expan- 
sion program. 

“But we do not understand that Sec- 
tion 102 of the Internal Revenue Code 
and the regulations promulgated there- 
under prevent the taxpayer corporation 
from making a reasonable accumula- 
tion of its earnings to finance expansion 
and modernization programs out of its 
own funds rather than to resort to bor- 
rowing for that purpose.” 


The court also held that payments of 
premiums on insurance policies on the 
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life of the former president of this cor- 
poration were related to its business and 
increased the petitioner’s equity in the 
policies. 

UNJUSTIFIABLE ACCUMULATION 


Expansion to meet the growing needs 
of war production has not been a justi- 
fiable reason for withholding earnings in 
every case, according to the courts. An 
example is found in a company normally 
engaged in the manufacture and sale of 
chains and sprockets used in the trans- 
mission of power, and keys and cutters 
used in metal-working operations. The 


Table 4: Net Profits and Declared 
Dividends of a Chain Manufacturing 
Company 
Source: Tax Court 


Year Net Profit | Dividends 
Msi eteets ateiisls «oo. SxS $-278,000) 2.025. 
JSP Sa or Geers See 428,000). ssc 
LOSS) = ees L1G OOO) aie s rates: 
ER ete oe acs. elevate gies oi ~63,000] $15,000 
PMNS G waar erd's, 3 viel « ately ater « -18,000} 45,000 
RE os. lvls «AERTS < 111,000} 38,000 
Sy (2 2 ee ee See ee 143,000} 68,000 
ULE ok a eS ae WAL. sweerre 
ARSENE R Tole Wisi s.s, cients be 139,000} 68,000 
JUNO = Se eae eo 129,000} 68,000 
EN eretetcwiets s vin sis wicpaisis-s 273,000} 90,000 
RWW, oe Ms 5 4 0 8 os. 09 (0 183,000} 90,000 
oo ee eee $80,000} $482,000 
aLoss of $420.01. 


company became engaged in war work in 
1940, and by July, 1944, it was complete- 
ly in war work. 


Table 5: Balance Sheet of a Chain 
Manufacturing Company 
Source: Tax Court 
Thousands of Dollars 


Item 12/81/38] 12/31/39 
OTE lea eee 254 219 
Marketable securities (at mkt.)} 156 197 
Notes and accounts receivable. 143 203 
Due from subsidiary......... 1 2 
ERP ENICOTIOS ict cle cisud <te'si0 © bia 687 686 
Other current assets.......... 4 4 
Total current assets........| 1,245 | 1,311 
Investment in subsidiary co...} 382 382 
Fixed assets (net)..........- 802 798 
Notes and advances to stock- 
holders and employees. ..... 338 348 
1 ee 14 13 
WOLTER ARSELS. ..s%0c.0 2 f cien vnc = 34 57 
Total noncurrent assets.... . 1,571 | 1,598 
Mortal assets vires dein ass 2,816 | 2,909 
Accounts payable............ 33 31 
POONA « ceisrascis nyebel~. «gureiale = = 67 78 
Total liabilities............ 100 109 
Capital stock outstanding..... 1,131 | 1,181 
RPINIMG ss a eaiage's chess eter tes 1,586 | 1,668 
Total capitals have ss se 2,717 | 2,799 
Total capital and liabilities...| 2,817 | 2,908 


In 1939, the directors were of the 
opinion that the United States would be- 
come involved in the war, and they ex- 
pected an acceleration of their business 


as a result. To meet this increased de- 
mand they planned an expansion and reno- 
vation of their plant and equipment, and 
also the expansion of a plant it had leased 
to a subsidiary company in which it had 
a 75% stock interest. The amounts actu- 
ally expended by the company for expan- 
sion and conversion of its plants were: 


1939 ...$ 26,000 1941 ...$182,000 
1940 ... 142,000 1942 ... 234,000 


The corporation had paid dividends in 
every year since 1934 except 1938. 

Dividends paid in 1939 were the same 
as in 1937, while profits were slightly be- 
low the 1937 figure. As a result of sub- 
stantial deficits incurred in the years 1931- 
1935, the company had paid out in divi- 
dends $403,000 more than its total net 
profit for the twelve years 1931-1942. 
The company’s balance sheet for the two 
years preceding huge defense expenditures 
is shown in Table 5. 

The Commissioner of Internal Revenue 
found that the earnings of the corporation 
were permitted to accumulate beyond the 
reasonable needs of the business in 1939. 
The corporation contested the Commis- 
sioner’s action but the courts upheld the 
Commissioner upon the following grounds: 


“The surplus as of December 31, 
1939, was $1,668,000. Of this amount 
$382,000 was invested in the stock of 
seve reheners tegeccvars , a corporation not related 
to the petitioner and forming no part 
of petitioner business; $348,000 was left 
idle in the form of noninterest-bearing 
loans to stockholders made for reasons 
purely personal to the stockholders and 
contributing nothing to the business ac- 
tivities of the petitioner. Almost one 
half of the petitioner’s surplus was thus 
deflected from its normal business pur- 
poses... . 

“Tf the $70,000 retained by the peti- 
tioner was, in fact, needed in the busi- 
ness, a complete distribution could have 
been made on the condition that the 
stockholders apply the amount of the 
distribution to the reduction of their 
indebtedness; or a dividend in kind, 
payable by the cancellation of the debts 
of the stockholders to the extent of the 
$70,000 retained; or a dividend pay- 
able in the stock of [subsidiary com- 
pany] might have been made, to the 
extent of the earnings retained. Had 
any one of these courses been pursued, 
the petitioner would have been in no 
worse position, as reagrds the financing 
of the proposed expansion, and yet 
would have avoided any further ac- 
cumulation of earnings.” 


Another Instance 


Plans for expansion combined with 
large dividend payments have not always 
been sufficient reasons to free corpora- 


tions from the tax under Section 102 in 
the eyes of the Commissioner. A beverage 
bottling works was engaged in the bottling 
and distribution of a nationally-known 
soft drink, with plants located in three 
cities in Tennessee. The corporation ex- 
panded its plant from time to time from 
earnings, and business steadily increased 
in all years except 1931-1933. 

During 1936 and 1937, plans were made 
for the expansion of an old plant at Nash- 
ville and the building of a new one at 
Springfield, Tennessee. It was planned 
to finance this expansion out of earnings. 
During the years 1936-1941 expenditures 
for this purpose totaled $425,715. The 
company’s profits and the dividends it 
declared are shown in Table 6. 


Table 6: Profits and Declared Dividends 
of a Beverage Bottling Works Company 
Source: District Court 
Dollar Figures in Thousands 


Profi =e i 
Year hae ~_ thbated | Dé 

Taxes ae Profits | tributed 
T9865 ce 5). 300 230 70 11% 
LOST Meo: 268 200 68 15 
LOSS Be. oe 289 275 14 95 
LOS Oe eccon ae 312 240 72 17 
49409 nu: ot 273 200 73 73 
TD40 FF rest 297 220 V7 74 


The company consistently paid out the 
larger part of its earnings in dividends, 
or more than 70% in every one of the six 
years.. The Commissioner, nevertheless, 
invoked Section 102 against the company 
for 1936 and 1937. 

Action brought by the corporation suc- 
ceeded in having the decision reversed. 
The court held that profits retained in 
1936 and 1937 were needed for expan- 
sion and were not in excess of the reason- 
able needs of the business. The court 
noted that the amount spent for plant 
and equipment ($426,000) was approxi- 
mately $52,000 in excess of undistributed 
profits amounting to $374,000 for the six 
years. Furthermore, loans made by the 
corporation to its president during 1937 
and 1938 were repaid in 1939 and did not 
indicate an accumulation of surplus in 
order to avoid surtaxes. 


CONTINGENCY ACCUMULATION 


Expansion is not the only justifiable 
reason for withholding earnings. The 
right to withhold earnings has been sus- 
tained by the court on the ground that 
the funds were needed to accumulate earn- 
ings to meet the contingency of losing a 
major customer. 

The firm in question sold practically all 
its output, consisting of devices for con- 


1TD-4914, making 70% of earnings a critica] point, was 
not issued until 1939. 
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trolling, regulating and indicating tem- 
perature to one customer. Oral agree- 
ments to sell its output were made on a 
year-to-year basis. The business was a 
competitive one, particularly in the later 
years when the corporation was faced 
with the possibility of having to move its 
plant from the Pacific coast to an eastern 
state in order to meet the needs of its 
major customer. In the event of the loss 
of its one customer, the corporation was 
faced with an advertising campaign and 
other expenses connected with the replace- 
ment of the lost business. To meet these 
contingencies, the corporation regularly 
withheld a portion of its annual earnings. 

The company’s financial position for the 
five years 1935-1939 is shown in Table 7. 

It is evident that the corporation was 
accumulating a substantial surplus which 


Table 7: Balance Sheet of a One- 


outlet Manufacturing Company 


Source: Board of Tax Appeals 
Thousands of Dollars 


Cash. . .| 186 | 208 | 195 | 209 | 224 
Investments!...| 97 | 138 | 187 | 147 | 176 
Notes and acc’ts 

receivable....} 76 | 80] 104 | 100 | 87 
Inventories. .... a 4 5 5 5 
Fixedassets(net)} 78 | 89 | 95 | 182 | 134 

Total assets. .| 390 | 519 | 536 | 593 | 626 
Accounts pay- 

10) CREA Gea ie 6 7 9 13 


Accrued taxes..| 13 17 9 9 a 


Capital stock. ..| 150 | 150 | 150 | 150 | 150 
Surplus........ 222 | 346 | 369 | 425 | 456 
Total capital LS ts 
and liabilities} 390 | 519 | 536 | 593 | 626 
Sales...........| 481 | 500 | 476 | 433 | 427 
1Stocks and bonds of domestic and foreign corporation, 
state, municipal and United States Government Obhigatiomn 


was not needed directly in the business. 
Sales did not change much over the period 
while fixed assets doubled. Inventories 
were never sizable. Cash and invest- 
ments increased markedly and by 1939 
were clearly in excess of business needs 
since sales in that year were about the 
same as in 1935. Current liabilities were 
$20,000 in 1939 and $18,000 in 1935. 

The corporation brought suit and was 
sustained by the court: 


“We thus have a situation where a 
taxpayer has a _ substantial surplus 
which is not used and is not required in 
the business as it has been operated 
from year to year and will not be needed 
or required so long as the business 
continues in its present state. . 

“Tt is our opinion that the record 
adequately shows the need of some 
reserve or surplus, as the petitioner 
contends. While it is true that peti- 
tioner has continuously and profitably 
operated and has succeeded in retain- 


ing its one customer, and there is no 
indication that it intends voluntarily 
to make any change in its business, it 
is also true that the contingencies in 
question are real, they are and have 
been continuously present and the ex- 
ercise of sound business judgment would 
not permit their being ignored. 

It is our opinion, and we so conclude, 
that a reasonable business need did 
exist for the accumulation of a reserve 
to meet the contingencies outlined.” 


EXISTENCE OF SURPLUS 


In determining the applicability of the 
tax upon the improper accumulation of 
surplus, the courts have declared that ac- 
count must be taken of whether the sur- 
plus does in fact exist. Surplus which is 
not actually available to the corporation 
is not taxable. A case in point is a cor- 
poration engaged in the buying and sell- 
ing of leaf tobacco, as well as in the 
raising, packing, curing, manufacturing 
and handling of tobacco and_ tobacco 
products. The business is seasonal, haz- 
ardous and subject to violent fluctuations. 
While the corporation raises tobacco on its 
own and rented farms it also purchases 
tobacco from farmers. Financial aid is 
frequently extended to farmers in the 
form of loans and prepayments on their 
crops. As to its customers, it not only 
extends credit to them for long periods 
of time but it gives direct financial aid to 
them in the form of loans and purchases 
of their capital stock. The warehousing 
and processing necessary to make a crop 
ready for sale consumes about a year of 
time. 


Table 8: Income Items of a Tobacco 


Manufacturing Company 
Source: Board of Tax Appeals 
Thousands of Dollars 


1$318.12 


The sales of the company never reached 
the peak attained in 1922, but net income 
was at a fairly high level throughout the 
period, reaching a high point in 1928—a 
divergence that is accounted for by the 
large amount of interest and dividend in- 
come the company received in comparison 
with only nominal profits or actual losses 
from its operations. 


Changes in the surplus are accounted 
for in part by the accounting method em- 
ployed by the corporation. In order to 
show its creditors, stockholders, and 
credit agencies its true financial position, 
the corporation adopted the practice of 
setting down its securities at market value 
at the end of each year. The resulting 
increase or decrease was used in computing 
the total surplus on its books. Because 
of this practice, a write-up was entered on 
the books for every year through 1928 and 
a write-down for the three following years. 
At the end of 1932, the securities had a 
book value of $1,979,000 below their cost. 

The corporation followed a similar prac- 
tice of inventorying its real estate and 
equipment at what it determined to be a 
fair market value. The resulting increase 
or decrease was also used in computing its 
book surplus. At the end of 1932, its 
fixed assets were carried at $129,000 be- 
low their cost adjusted for depreciation. 

The Internal Revenue Bureau did not 
permit these changes in the book value 
of securities, real estate and equipment 
to be used in the computation of income 
on its income-tax returns. 

By using cost in valuing the securities 
and cost less depreciation in valuing the 
fixed assets, the Internal Revenue Bureau 
arrived at a surplus of more than $2 mil- 
lion at the end of 1932. Accordingly, the 
Commissioner found a deficiency in the 
company’s 1932 tax return. The corpora- 
tion questioned the Commissioner and 
was upheld by the court, which reasoned 
as follows: 


“It is unnecessary, for the purpose 
of paragraph (b), to determine whether 
or not a surplus of that amount was 
‘beyond the reasonable needs of the 
business,’ since no such surplus was 
available for the needs of the busi- 
ness. . . The assets would be useful to 
the business only to the extent of their 
actual market values. . . Thus the sur- 
plus based upon cost, as computed by 
the Commissioner, was not available 
for the reasonable needs “of the busi- 
ness.” 


In discussing the company’s investments 
in. securities, the court said: 


“The amount of the investment of 
this corporation in securities had grown 
tremendously from its early days up 
to the period here involved. But the 
reason for that change is also satisfac- 
torily explained in this record. As the 
business of the corporation declined, a 
smaller and smaller portion of its capi- 
tal was used for operating purposes. 
Common sense required that the inac- 
tive funds be employed as profitably 
as they might be. . . The corporation 
had to be ready at all times to take 
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full advantage of a good crop and of 
any increased demand for its products 
due to a return of better times. . . The 
assets were thus retained in as liquid 
form as could be, ready for prompt use 
in the business either as collateral or 
by conversion into cash when, as, and 
if the part of that business which had 
been lost was recovered.” 


LOAN MAKING 

The attitude of the courts toward loan 
making by corporations in connection with 
an improper accumulation of surplus is 
well illustrated in the case of a company 
organized in 1923 to supervise and direct 
the making of pictures for picture com- 
panies. The aggregate expense of $600,000 
to $800,000 for producing four pictures a 
year on the average was financed and paid 
for by the picture companies. (See Table 9.) 


Table 9: Selected Financial Items of a 
Motion Picture Directing Company 
Source: Board of Tax Appeals 


Barotawt. |: Dividends | Net Loans te 

an _ Stockho ne 

O24. 4542. 77,000 3,000 8,000 
1925... 153,000 12,000 12,000 
1926... 178,000 12,000 207,000 
1927... 223,000 12,000 202,000 
1928... 240,000 12,000 208,000 
1929... 292,000 12,000 208,000 
US OSS ra 248,000 14,000 197,000 
1931... 225,000 18,000 199,000 
iS ae 205,000 4,000 206,000 

1End of year. ; 


The court held that in 1924 and 1925 
the facts do not justify a conclusion that 
the corporation engaged in practices in- 
tended to avoid the imposition of the 
surtax upon its stockholders. For 1926 
and later years, however, a new factor 
enters the picture. In 1926, the principal 
stockholder needed $200,000 to effect a 
divorce settlement. Through him the cor- 
poration borrowed $100,000 on a mort- 
gage and he in turn borrowed $195,000 
from the corporation. This transaction, 
according to the court, marked the crys- 
tallization of a new attitude by the stock- 
holders toward the corporation—one which 
contradicted the statute. The court reas- 
oned that the loan had been made to the 
stockholder without security and that 
any repayment would have to come chiefly 
from the salary earned by the stockholder. 
Since the stockholder received salary pay- 
ments aggregating $200,000 between 1927 
and 1932 and had not reduced the loan 
during that time the court felt justified 
in the inference that the stockholder 
never seriously intended to repay the loan. 
The court concluded that the corporation 
was therefore availed of in 1926-28 to 
avoid the surtax on its stockholders. 


Frank GASTALDO 
Division of Business Statistics 


Trends in Excise Taxes 


HE taxation of commodities, although 

contributing but a fraction of total 
revenues each year, has become extremely 
important to the Federal Government be- 
cause of its regulatory nature. During war 
periods, excises are levied to restrict 
civilian consumption from competing with 


military requirements. Transportation, 
Table 1: Excise Taxes and Total Tax 
Revenues 


Source: Treasury Department 
Millions of Dollars 


Total Tax 


Excise 


Taxes Revenues 

309 667 

835 615 

388 708 

405 1,015 

774 8,352 

1,139 4,482 

1,254 5,689 

1,132 4,917 

891 8,554 

722 3,052 

764 8,207 

624 2,974 

645 8,215 

536 8,345 

547 3,201 

540 8,337 

565 3,479 

520 9,722 

454 1,793 

839 1,793 

1,238 2,897 

1,363 3,551 

1,547 3,849 

1,765 4,765 

1,731 5,404 

1,768 4,806 

1,867 4,910 

DOME oe cee acts Sette oes 2,381 6,880 
TOAD soi. i. Sadek? oobi 3,123 12,285 
ROSS. cb Pie ae UE. a 8,795 21,078 
ROSA coi ec ptire oe se ee 4,461 40,329 
DOB ais We Biais aioe slots ets 5,945 40,952 


communications, lubricating oils, gasoline, 
and photographic equipment were among 
the industries affected. During inflation- 
ary periods, excises are levied in an effort 
to control luxury purchases of jewelry, 
luggage, cosmetics, admissions and other 
items. Another function of excises is that 
of limiting the consumption of harmful 
commodities, such as narcotics and white 
phosphorous matches. 

A few excise taxes have become perma- 
nent parts of our tax system because of 


their revenue-producing capacity. Excises 
on alcoholic beverages and tobacco have 
been constant sources of revenue,’ and in 
recent years taxes on motor vehicles, lu- 
bricating oils, and gasoline have yielded 
considerable revenue. 


WAR DEVELOPMENTS 


Few taxes on commodities were in ex- 
istence before World War I. Then, taxes 
on alcoholic beverages and tobacco ac- 
counted for 90% of all excises and for 
half of all tax revenues. By 1920, a score 
of new taxes had been levied chiefly for 
purposes of financing the war period. 
Revenues from all taxes in 1920 totaled 
$5,689 million, of which excise taxes con- 
tributed $1,254 million. 

The Secretary of the Treasury in 1920 
recommended the repeal of many of the 
wartime luxury taxes because they were 
highly unproductive and widely evaded. 
It was also believed that these taxes were 
more of a nuisance to the administrators 
than to the taxpayers. Thus, under the 
Revenue Act of 1921, the rates of several 
of the luxury excises were cut, and by 
1923 the taxes had been abolished on 
transportation, musical instruments, sport- 
ing goods, articles made of fur, toilet 
preparations, and leased motion-picture 
films. By 1928, excise taxes had been re- 
duced to the number shown for 1932 in 
Table 2. 

By 1937, several new taxes were added 
to the federal tax system, such as those 
on lubricating oils and gasoline, communi- 
cations, motor vehicles, toilet preparations, 
and furs. All but the first mentioned had 
existed in 1920. Transportation taxes were 
reinstated in 1942, yielding $21 million. 
By 1945, however, they aggregated $455 
million, as compared with $253 million in 
1920. Taxes which were imposed in 1942 
for the first time in our tax history in- 
clude those on luggage, electric, gas, and 
oil appliances, business and store machines, 
bowling alleys and pool tables, and rub- 
ber articles. 

In 1942, excise-tax revenues increased 
to $3,123 million and were almost doubled 
by 1945, but accounted for only 25% and 
15%, respectively, of total tax revenues. 
(See Table 1.) Increased taxes on alco- 
holic beverages caused the aggregate 
yield to rise from only $624 million in 


1Collections of taxes on alcoholic beverages were drasti- 
cally reduced in prohibition years, 
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TABLE 2: EXCISE TAX YIELDS FOR SELECTED FISCAL YEARS 
Source: Treasury Department 
Thousands of Dollars 
Commodity 1945 1942 1940 1987 1982 1920 1915 

Alcoholic: beverages: soc Wise nics sit.- aganthe sac aia ain See 2,309,866 1,048,165 624,064 594,245 8,704 139,871 223,949 
"TODACCO\. Sena cicsenaa'« <A rere ee eee Tete Rate rere 932,145 780,792 608,073 552,254 398,579 295,809 79,957 
Lubricating oils and gasoline.................000eeeeeee 498,428 416,019 257,419 227;996.->| (eer crren | RA Rea 
Transportation. 7kia.s dane hie een oataabes 455,269 A eT CEES ae wel. tak 25S, 2450 en ee 
Admissions 223.540, Mca ei Pas Se ee... eras 357,466 115,032 21,888 19,740 1,859 YAY 6 TR OP 
Communications .j¢ 4.2 x00 ease a sis Seid «ss hes 341,587 75,023 26,368 P4870 Nae ae APY H eM | Maples Su = 
Moterwelicles s 2 oes migcssoie oo a ctenee accent ayo 276,803 261,057 119,403 Cy one ot oe 148,923) |'inig Bee 
Jewlery, clocks, opera glasses. ............0000eeeeeeeees 184,220 41,539 64a T2RG: | Peas. 3 25,8645 | cage ee 
Toilet and medicinal preparations.....................- 86,615 22,474b 7,758¢ IS;S19t eee es 8,347 2,961 
Articles|madeiof furse2e,. Say. ees eee Se 79,418 19,790 160d 50200 ae 22. = PSST ee 
Lich Oe oto ered | OU o Te amee eon oe 73,858 BBA oN ons Sichelalin  aSRASLM | Ge ctce uN Wn. eee | 
Sigar Act of 1087-2 Fo rcecs ss tameee eee teem enaae eee 73,294 68,230 GB,I45 a os cettevake where, Ne ene aed eee 
Stamp taxes on financial transactions................... 58,035 35,944 33,867e 65,733 27,854 81,259 20,494 
Electrical! energy, -.5;. do,< des <stesieete Seen Cte «1 57,004 49,978 42,339 BS O75 Oe ee sete ||| aiorccie on 4] ener ae 
Electric, gas, oil, etc., appliances. ...............0-0005. 23,150 DISS Oe Me tnes RAE Mateee ee D Maa ee | 
Cameras, photographic supplies, etc.......-.....---.+-. 19,361 6,476 Wd GSO wit Aaeee 3 1;598), |) eae 
Automatic slot-device machines.................00+00+: 19,100 Uy. (ld Oe MMS ot BBG reo 897, | 00. vas 
Transportation of oil by pipeline....................--. 16,286 13,475 11,511 DL, 244 AN pcan are S426 bi see 
Club dues: £.5225%. 520) att ce ee. cde ee 14,160 6,792 6,335 6,288 9,205 5 U98" eS eee 
Business and store machines..................+-20+000: 10,120 6,972 aliecwrrsaruets spell ~<igyeesro se ol age eat cell a Pop tac 
Matches. 2.0104 teach dcePionee cum Git: meee 9,353 6,930 22c 6,900 Re cr, Pe cee . eee 
Musical instruments, radios, etc............0eeeeee cere: 7,696 22,438 6,080c GF Be a ea oe 13624" 7 ee eee 
Playing cards: Seas FP eA ee cee reas see 7,493 5,758 4,814 4,187 4,387 3,088 674 
Leases of safe-deposit boxes............... 0 cee eee ee eees 7,311 3,663 1,989 9.040 died 8 ee es ee 
Coconut, etc., oils, processed... i..5.06. eve e dale seeecees 6,256 7,161 5,698 29,688 29, Use cota) | cfactaegh [a sees 
Oleomargarine, including special taxes...............+... 5,503 2,244 2,014 2,348 1,745 3,728 1,695 
Sporting: poodsy.i .20.9. create nae ree ottde e ntmete eee 4,248 8,487 143d 6,802 | ee te S170 Ml Pee 
Bowling alleys, pool tables, etc................00-00000- 4,160 TGOSks|memerrn ey TIP Jueaee viLMuee te eae limbabseis at iead Le ee ere 
Bireatims ..ikaia.. dare agit: Oe ee ees» Soe 3,153 5,177 3,810 3,348 87 A645. | veges 
Refrigerators, washing machines, etc.............-+-++-- 1,642 16,412 9,954 OOS on cecitop, ||) eesex yc eal ee 
Narcotics, including special taxes................0-2.00- 756 745 610 573 521 1,514 250 
Yachts; motor boats,ete. so oeee ee nee de eeu cee 336 228 Se alae GRE eee 213 iojees 
Mubber'articlesion,, [estes ces ee Bee he ce oe 228 QU GAS Ree RDE Reeen e caithee Re ae le ee ee 
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WWonalcoholic: beverages). nu: «ce een eden came 8 ae wee ete 4g Qg Oph | male es. 574812 has 
Checks", JT). Ee: ec ERe See Me ae «oo eo amet ee Qh Qh Shilrese. aioe ae ace eee 
Canad yirere ica hit. aA ABSENT « TENE eas See ee | 729 SORT ae sete SO Yee) | ae ee 
Brewers’ .wortiand malt. y50) 5). Adich sides Sane «cant ine | eee eae «ee 4d Bee es cect lh BBL aetna cl ke re 
Chewitny gins. oc. ct.se thera onc gets Coit ole Peale cise’ 2 scruepeiene | geet eat lees Qd 929 Fee ee 1126 ee ere 
Crude petroleum processed; ete:<, 3.0, neko. cet teenie eee ee Ie meee li 804 eee) | Ose. A ee 
Grapeiconcentratesii2ctll. Gives 2h. RR RE Pe ee recat reer | mee Cet tera a ore seme oe. Ye ee 
Tnsyrance sn: Fre <:s + ceauipede « Lot 50 54, SAARI CAR eaten Lo eee eet re ener a eee ee 18 488 Ne wean 
Carpets, picture frames, wearing.apparel; ete) ota... ceo), saenec, || saeniees” |) eeetece gall) ccc cn meee ee 17,904: PO foes 
Occupational taxés; ete: ...5 50. os. 0s. sean stares so Sees Myo eae lpia Leelee a|) CR ene cone en sence 9,913 4,967 
Motion-pictire filing leased ee irs re ee cniecccuell Weweuepateiall a abecevorien | nee cue |.) 5 ae ee 4S381all gees 
ph ity ee oy ere eS Oe S-Series ls Oe, areca Mller stom lik cytes Io. ci.) Toe ee 1,643.-| |. Shae 
"Thermos bottles.ascsiiis Garces Ea oe socteeee Leon ane eee | eco ee | ae en iene Lr SS cores 
Portable: electric feiss a soseca;tyosiavaissajesd eps -agodeeyny oyntatai severe eesti gaanetecgal™ (Ome Vi aameteteenetet tel | cesar | ae | 174 YE eae oe 
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Dota jh ~ Basins aha aee Gla San anabts (oe corals 5,944,630 3,123,229 1,866,831 1,764,525 453,550 | 1,253,988 335,479 

MIncluding and accessories, and tires and inner tubes dEnacted June 7, 1932; repealed July 1, 1938 iEnacted May 10, 1934; repealed July 1, 1938 
aEnacted June 7, 1932; repealed June 23, 1936 ePart of this group of taxes e October 8, 1917; jEnacted June 7, 1982; repealed July 27, 1936 


bPart of this tax effective July 1, 1940; repealed October 


1, 1941 
ePart of this group of taxes enacted June 7, 1982; re- 


pealed July 1, 1938 


1940 to $1,048 million in 1942. Collections 
in 1945 were more than double the latter 
figure. Tobacco taxes, which have been 
increasing steadily, totaled $932 million 
in 19465. 


War rates which would terminate six 
months or more after the end of hostilities 
were established on several excises under 
the Revenue Act of 1943. These taxes 
were principally on jewelry, admissions, 
communications, furs, toilet preparations, 


repealed July 1, 1938 
fPart of t 


group of taxes effective October 1, 1941 


Enacted June 7, 1932; repealed May 11, 1934 
feeacted June 7, 1932; repealed January 1, 1935 


kRepealed taxes 


and alcoholic beverages. Thus, it is not ex- 
pected that the old rates will be reestab- 
lished before July, 1946. 

When the Revenue Act of 1945 was be- 
ing considered, the elimination of all ex- 
cise taxes, excepting liquors and tobacco, 
was urged’ in the beilief that their con- 
tinuance would threaten business activity 
and employment. The act, however, pro- 
vides neither the repeal nor reduction of 


1By the National Retail Dry Goods Association in letters 
to Senator Walter F. George. 


any excises except the repeal of the tax 
on the use of motor vehicles and boats. 
When war tax-rate reductions finally are 
made, refunds of the additional wartime 
excises wherever they have been paid 
will be made on floor stocks of liquors and 
electric-light bulbs held for sale or use in 
production at the effective date of the re- 
peal. 
Lucuiz B. Locxerts 
Division of Business Statistics 


November, 1945 


BUSINESS RECORD 


897 


Business Book Shelf 


Organization of Technical Research in 
Industry. New York: Industrial Research 
Institute. 15 pp. 

This brief monograph prepared by the 

institute's Committee on Research Or- 

ganization, summarizes the results of 
questionnaires and consultation on the 
subject of organizing an industrial re- 
search laboratory. It considers the size 
of the research budget, the cost of re- 
search men, the place of research in the 
company, and the internal organization and 
coordination of the laboratory itself. 
The report is, of course, not intended to 
be comprehensive, but within a few pages 
it sets forth succinctly and clearly the 
main factors to be considered in operating 
or establishing a research laboratory. It 
should be of practical value to any com- 
pany engaged in technical research or 
planning to do so. The monograph is 
available on application to the institute, at 
60 East 42 Street, New York, 17. C.L.R. 


The Executive in Action. By Marshall Ed- 
ward Dimock. New York: Harper & Brothers. 
$3.00. 

Problems that confronted the formation 

of a government wartime agency, the 

“Recruitment and Manning Organization,” 

and their solutions are used by the author 

to illustrate some of the continuing types 
of demands made upon the energies of in- 
dustrial executives. As a book on the 
science of administration, this volume 
should be helpful both to executives and 
to students of management practices. Its 
simple and connected presentation effects 

a lucid description of what often becomes 

an abstruse subject. The volume is re- 

plete with samples of the philosophies and 
techniques of management in coping with 

everyday problems. T. A. F. 


Tin in the Far East. By John W. Barnet. 

Department of State Bulletin, Vol. XIII No. 325. 
This article outlines the occurrence, pro- 
duction and trade in tin in various Far 
Eastern countries. The principal sources 
of tin in the Netherlands East Indies are 
on the islands of Bangka, Billiton, and 
Singkep, exports from which amounted to 
19% of world production in 1940. Owner- 
ship and mining operations were chiefly a 
Netherlands East Indies Government en- 
terprise. Prewar tin ores were smelted 
either on Bangka or at Arnhem Nether- 
lands. 

Mining operations and likewise the 
ownership and capitalization of the mines 


in British-controlled Malaya are discussed 
at some length. Before the war nearly all 
of the Malayan tin ore mined was refined 
in smelters either at Singapore or on Pen- 
ang Island. 

In Siam the production of tin ore which 
occurs in the region between lower Burma 
and the Malay States, increased steadily 
during prewar years. The tin-mining in- 
dustry, which is mostly controlled by 
British interests, consists chiefly of dredg- 
ing operations. 

Production in Burma likewise increased 
before the war. The geology of these ores 
present considerable milling and smelting 
problems. 

Production in Indo China, mainly in the 
provinces of Tonkin and Laos, gradually 
increased through 1940. Complex tin ores 
are crushed, concentrated and shipped to 
Singapore for smelting, the tin and tung- 
sten minerals being electromagnetically 
separated. Tin mines in Indo China were 
owned and cperated by the French Gov- 
ernment. 

Output of tin in China occurred mostly 
in Yunnan province where it is common- 
ly recovered by primitive methods involv- 
ing little or no machinery. These mines 
are controlled by the Chinese. 

Future demands for tin may be some- 
what altered by substitutions developed 
as the result of wartime emergency. 


G. K. B. 


Economics of American Industry. By E. B. 
Alderfer and H.E. Michel. New York: McGraw- 
Hill Book Company. $4. 


This book, particularly timely reading for 
executives or statisticians whose: field of 
activity changed in war or reconversion, 
traces the historical development and cur- 
rent characteristics of individual indus- 
tries. 

In addition to thirty-five chapters de- 
voted to the principal industries of the 
country, there is an introductory chapter 
on broad principles, such as laws of in- 
dustrial growth, and three closing chap- 
ters on the changing historical pattern, 
and the influence of technology and com- 
petition. 

The discussion of iron and steel is par- 
ticularly complete and informative, in- 
cluding the following chapters: “Place 
and Structure of the Industry,” “Tech- 
nology,” “Location,” “Competition.” The 
discussion of copper is also well written 
except that a little greater recognition 


might have been given to the products 
division in addition to mining and smelt- 
ing. Petroleum, one of the largest indus- 
tries and internationally important, merits 
more discussion. On the other hand de- 
scriptions of the textile, apparel and food 
industries are quite detailed. Two chap- 
ters on the automobile industry are among 
the most interesting. The book is well il- 
lustrated with statistics, charts, diagrams 
and pictures. W. J. N. 


Public Relations. By Edward L. Bernays. 
Vocational and Professional Monographs, 
No. 58. Boston: Bellman Publishing Company. 
75 cents. 

A pioneer in the field of public relations, 
the author has had experience which qual- 
ifies him to discuss the requisites and 
background of public relations. While 
treatment of each subject is limited it is 
sufficiently informative to be of value for 
those considering employment in the field 
of public relations. 

Such basic topics as what are public rela- 
tions, their history and development, and 
the qualifications and aptitudes which are 
most helpful, are presented; information 
on employment opportunities, advance- 
ment, competition, compensation and the 
ethics of the profession are also included. 

A. E. R. 

Directors and Their Functions. A Pre- 
liminary Study. By John Calhoun Baker. 
Cambridge: Harvard University. $2.50 

The important role of the director in 

guiding American corporate enterprise 

through the difficult reconversion period 
and the years ahead cannot be overem- 
phasized. Dr. John Calhoun Baker, Presi- 
dent of Ohio University and formerly 
Associate Dean of Harvard University 
and Professor of Business Administration 
at the Harvard Business School, has un- 
dertaken a significant study of the func- 
tions of directors of American corpora- 
tions. In this book he presents the results 
of case studies of four successful industrial 
companies; namely, the American Tobacco 

Company, Climax Molybdenum Company, 

General Foods Corporation, and the 

Standard Oil Company of New Jersey. 
Preliminary to discussion of specific 

directorates, Dr. Baker examines the so- 

cial and economic milieu determined by 
the evolution of the corporate form of 
organization. The separation of control 
from ownership and the increasing social 
significance of corporations have tended 
to place the board of directors in a posi- 
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tion of trusteeship. (The author uses 
this term to describe the attitude of direc- 
tors toward their position as opposed to 
a narrow legalistic definition.) The board 
of directors must assume responsibility 
for maintaining a balance between the 
interests of the owners, management, em- 
ployees, creditors, and the public in gen- 
eral. Recent legislation, beginning with 
the Securities Act of 1938, has contributed 
to the increased responsibilities of direc- 
torship. 

Against this background, Dr. Baker ex- 
amines the actual workings of the four 
directorates mentioned above. Wide va- 
riation in the composition of the various 
boards, as well as the manner in which 
each group operates, is the rule. Only 
in a broad manner do the different boards 
reveal any similarity in the way they 
direct their respective companies. Each 
is successful in its own way. The formal 
setup of a board seems to be secondary to 
the personal qualifications of the top- 
management group. 

In the concluding chapters of the book, 
Dr. Baker makes a strong appeal for a 
high grade of leadership for the director- 
ute to fulfil intelligently and effectively 
the trusteeship that their position implies. 
A clear definition of the duties of the 
board as distinguished from those of 
executive management is a prerequisite, 
along with clarification of the respective 
tasks of board chairman and president. 
Proper leadership and the right type of 
personnel should enable the corporate 
board of directors to reconcile the inter- 
ests of the private corporate enterprise 
with those of a democratic society. 


P.W.D. 


TheLaw Governing War Contract Claims. 
By Theodore W. Graske. New York: Baker, 
Voorhis & Co. $15.00 

With emphasis upon official regulations, 

court reports and contract forms, this 

work is a guide to manufacturers in the 
renegotiation and termination of govern- 
ment contracts, interim financing, claims, 
settlements, arbitration and suits. The 
author explains the steps necessary in the 
several forms of contract termination 
which the manufacturer should know to 
protect his interests and obtain maximum 
settlements. 

The positions of both prime and sub- 


contractors are dealt with, in various types 
of contracts, and income-tax aspects are 
considered. The appendix contains speci- 
mens of the necessary documents used 
in contract termination and settlement; 
also the rules of the Court of Claims. 

This work, which will also appear as 
volume nine of “Williston on Contracts,” 
complements “The Law of Government 
Defense Contracts,” written by the same 
author, by the addition of numerous pro- 
visions relating to renegotiation, repricing 
and termination contained mainly in the 
Revenue Act of 1943, the Contract Settle- 
ment Act of July 1, 1944, and the Surplus 
Property Act and the War Mobilization 
and Reconversion Act of October 3, 
1944. F.L. B. 


Industrial Purchasing. By Edwin Laird 

Cody. New York: John Wiley and Sons. $2.75. 
The importance of the purchasing func- 
tion is receiving increased recognition 
from top management. Greater delegation 
of authority and responsibility has tended 
to raise the position of purchasing agent 
to a level comparable with line operat- 
ing executives. The author describes 
methods of operating and discusses the 
purchasing agent’s relations with other ex- 
ecutives. Sources of purchasing informa- 
tion are given, necessary records and 
forms are treated, and safeguards are 
recommended for inventory control. 

Enterprising purchasing agents can ob- 
tain many helpful hints on purchasing 
techniques and on the hazards of the busi- 
ness from this book. T. A. F. 


International Trade and Domestic Em- 

ployment. Committee for Economic Devel- 

ent Research Studies. ByCalvinB. Hoover, 

ew York: McGraw-Hill Book Company. 
$1.75. 

As Professor Hoover sees our situation, 
high levels of employment and national 
income are essential if free enterprise is 
to be substanially restored in this country. 
The role of foreign trade is important in 
achieving these objectives. Through foreign 
trade a high level of production and pur- 
chasing power can help to stimulate and 
revive the crippled and dislocated econo- 
mies of all the major powers and many of 
the smaller nations. The author believes 
that “full employment” can be achieved 
without increasing our foreign trade, but 
only by means of extending national con- 


trols. As the largest world producer, mar- 
ket, and reservoir of funds, the United 
States can not turn its back upon the 
complex problems of world trade without 
creating controls at home, chaos abroad 
and a continuation of all the restrictive 
international trade practices that helped 
to bring on World War I. 

Professor Hoover does not provide any 
original statistical evidence on the direct 
and indirect employment derived from 
our foreign trade. The conservative esti- 
mates of Milton Gilbert of the Depart- 
ment of Commerce, and Jerome Corn- 
field of the Bureau of Labor Statistics, 
both of which are based exclusixely on ex- 
ports, remain the only effort to measure 
our dependence on foreign trade. 

Professor Hoover suggests the following 
program to serve. our internal interests 
and meet our external responsibilities: 
(1) maintenance of a high level of em- 
ployment in the United States (he uses 
the rather conservative national income 
figure of $140 billion, which according to 
other estimates would not provide full 
employment); (2) full participation of 
the United States in the International 
Monetary Fund (he is inclined to over- 
state the function of loans and invest- 
ment in sustaining a high level of ex- 
ports); (8) full participation in an inter- 
national bank to provide loans for re- 
construction and development; (4) tak- 
ing the lead in lowering protective tariffs 
and removing other trade barriers; (5) 
canceling of lend-lease debts; (6) keep- 
ing only the part of our merchant marine 
which is needed for national security and 
which can be operated with comparative 
advantage; and (7) securing internation- 
al agreements for the elimination and reg- 
ulation of cartels. 

The author closes his discussion of these 
problems with a very brief analysis of the 
effect of our new and overexpanded war 
industries on domestic employment and 
international trade and prospective trends 
in our foreign trade. He is apparently 
convinced that the United States must 
have a definite national policy for encour- 
aging full employment and removing re- 
strictions on international trade, or face 
a period of internal controls and external 
economic warfare. “The opportunity now 
exists,” he warns, “it may not offer 
again.” M. J. F. 
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